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HE McFadden bank bill which has 

now become law by the approval of 

the President on February 25 ac- 

complishes the general purpose of 
adjusting the national banking laws “to 
modern banking conditions along the lines of 
conservative banking, and without any devia- 
tion from the high standard which has been 
set by the national banking system. Some 
of the provisions in the bill extend and en- 
large the powers of national banks, but only 
in the manner in which state banks and trust 
companies generally have been successfully 
operating within recent years. Other sec- 
tions of the bill affirm and regulate practices 
which have grown up within the national 
banking system under the exercise of inci- 
dental corporate powers. These practices 
are common to both the state and national 
banks. Other sections of the bill relate en- 
tirely to questions of procedure and not to 
banking powers. An attempt is made to 
eliminate some of the rigid formalities in this 
direction. Several sections of the bill declare 
a Federal governmental policy with refer- 
ence to branch banking.” (Report accom- 
panying H.R.2 to the House, January 12, 
1926.) 

The new law is not a revision or codifica- 
tion of the entire National Bank Act. It may 
be desirable in the future for an expert com- 
Mission to take in hand the Federal Reserve 
Act and the National Bank Act upon which 
ithas been superimposed and make a scien- 
tific codification or revision of all the bank- 
ing laws of the United States to the end that 
there may be a simple and orderly statement 
of the national law governing banks in one 
banking code. But Congress in the present 
law simply goes to the extent of enacting 
Provisions to enlarge and modernize the pow- 
ers of national banks so as to enable these 


Limit on Loans. 


institutions to conduct their business upon a 
more equal footing with state bank competi- 
tors operating under more favorable state 
laws, together with provisions which regulate 
and limit branch banking in the Federal Re- 
serve System and a further provision which 
removes the limitation of years upon the 
charters of Federal Reserve banks. 

The text of the new law was published in 
the Journal of the Association for January, 
1927, and an analysis of its various provi- 
sions, classified according to the subject to 
which they relate, with the design of inter- 
preting or stating the legal effect of the law, 
may be useful to members of the American 
3ankers Association. 


Indeterminate Federal Reserve 
Charters 


ROBABLY the most important single 
feature of the law is the provision for 
indeterminate charters for Federal Reserve 
banks. Section 18 amends the second sub- 
division of the fourth paragraph of Section 
4 of the Federal Reserve Act so as to read as 
follows: 
“Second. To have succession after the approval 


of this Act until dissolved by Act of Congress, or 
until forfeiture of franchise for violation of law.” 


The former law provided succession for a 
period of twenty years from organization of 
the bank unless dissolved by Act of Congress 
or unless its franchise became forfeited by 
some violation of law. 

Under the new law, as under the old, Con- 
gress has the undoubted power to dissolve or 
terminate the existence of any or all the 
Federal Reserve banks at any time it chooses 
or to enlarge or limit the powers of such 
banks as it may in its wisdom determine. 
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Investment Securities. 
Reports to Comp- 


Real 


The obvious advantage in making the char- 
ters indeterminate is to remove the uncer- 
tainty of renewal attendant upon the limited 
twenty year charter due to the exigencies of 
a political situation at the time renewal is 
sought and provide an assurance to the pub- 
lic of stability and permanence. An historical 
parallel indicating the disadvantage of lim- 
ited charters is the refusal by Congress to re- 
charter the Second United States Bank when 
its charter expired in 1836 and the financial 
disturbance and injury to the public which 
followed. 


Indeterminate National Bank 
Charters 


HE law also provides indeterminate char- 
ters for national banks instead of the 99 
year period of the former law. Section 2(a) 
of the bill amends Section 5136 of the Re- 
vised Statutes, subsection second to read: 
“Second. To have succession from the date of 
the approval of this Act, or from the date of 
its organization if organized after such date of 
approval until such time as it be dissolved by the 
act of its shareholders owning two-thirds of its 
stock, or until its franchise becomes forfeited by 
reason of violation of law, or until terminated by 
either a general or a special Act of Congress or 
until its affairs be placed in the hands of a re- 
ceiver and finally wound up by him.” 


This does not mean that national banks are 
necessarily chartered in perpetuity ; the char- 
ters may be terminated or amended at any 
time by Act of Congress. The provision sim- 
ply places national banks on a footing of 
equality with state banks and trust com- 
panies in the large commercial centers, the 
charters of which, generally speaking, are 
not limited to a term of years and removes 
an obstacle to acceptance by national banks of 
long-term trusts, the execution of which 
might extend beyond the term of the bank’s 
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charter. Many of these trusts are in the 
nature of educational and charitable founda- 
tions. 


Consolidations 


NDER the Act of Nov. 7, 1918, two or 

more national banks located in the same 
county, city, town or village may consolidate 
into one association under the charter of 
either, the consolidated bank having the 
necessary capital requirements for a national 
bank in the place where located; but until 
the enactment of the McFadden bill, there 
was no provision for a national bank to con- 
solidate directly with a state bank and it 
was necessary for the state bank to first be- 
come converted into a national bank. This 
has been an indirect and expensive process. 

Section 1 of the new law now authorizes 
and provides the procedure for direct con- 
solidations of state with national banks. Any 
state bank including a bank incorporated in 
the District of Columbia, may be consoli- 
dated with a national bank located in the 
same county, city, town or village under the 
charter of the national bank. The consoli- 
dation agreement requires ratification by vote 
of two-thirds of the shareholders of each 
bank or a greater proportion of the capital 
stock of the state bank if the state law so 
requires. The ratification meeting must be 
called by the directors upon notice published 
in the newspapers and otherwise given as 
provided in the law and in the case of state 
banks there must be given any additional 
notice required by the state law. The capital 
of the consolidated bank must not be less 
than that required for a national bank in the 
place where the consolidating bank is located. 
Upon consolidation, all the rights, franchises 
and interests of the state bank in every spe- 
cies of property are deemed transferred to 
and vested in the consolidated national bank 
without any deed or any transfer and the 
consolidated bank shall hold and enjoy the 
same and all rights of property, franchises 
and interests including the right of succes- 
sion as trustee, executor or in any other 
fiduciary capacity in the same manner and to 
the same extent as was held and enjoyed by 
the state or district bank. 

The provision covering fiduciary succes- 
sion supersedes a ruling of the Supreme 
Court of Massachusetts which the Supreme 
Court of the United States declined to re- 
view, in a case where a trust company in 
Massachusetts named as executor in a will 
was thereafter converted into a national bank 
which consolidated with another national 
bank under the charter of the latter. The 
testator having died, it was held that the 
consolidated bank was not the executor 
named in the will and its application for let- 
ters testamentary was denied. 

Provision is made for protection of share- 
holders who do not vote for consolidation. 
They are entitled to receive payment of the 
value of their shares after appraisement un- 
der procedure provided, or reappraisement, 
upon surrendering same. The bank must sell 
the shares at public auction to the highest 
bidder, and if there is any excess over the 
appraised value, it must be paid to the share- 
holder. The consolidated association may be 
a purchaser at the auction for the purpose 
of reselling the shares within thirty days to 
such persons and at such prices as the board 
of directors may by resolution determine. In 
the case of state banks, the liquidation of 
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shares of stockholders not voting for con- 
solidation must be as prescribed by the state 
law, if any; otherwise as provided in the 
national law. No consolidation can be in 
contravention of the law of the state under 
which the state bank is incorporated. 


Loan Limit Rewritten 


ECTION 10 of the law amends Section 

5200 of the Revised Statutes and restates 
and clarifies the law governing the amount 
that any one customer may borrow from a 
national bank. The basic 10 per cent limitation 
remains unchanged but two substantial modi- 
fications are made in the exceptions to the 
loan limit (1) a restriction is made on the 
amount of noncommercial paper which may 
be discounted for one customer and (2) an 
increase is made in the amount which may be 
loaned a single customer upon the security 
of nonperishable readily marketable agricul- 
tural staples insured and stored in a ware- 
house. 


A detailed analysis of Section 5200 as _ 


amended may be desirable. It provides that 
the total obligations to any national bank of 
any person, copartnership, association or cor- 
poration shall at no time exceed 10 per cent 
of the amount of capital actually paid in and 
unimpaired and 10 per cent of its unimpaired 
surplus fund. The term “obligations” means 
“the direct liability of the maker or acceptor 
of paper discounted with or sold to such as- 
sociation. The liability of the indorser, 
drawer or guarantor who obtains a loan from 
or discounts paper with or sells paper under 
his guaranty to such association shall include 
in the case of obligations of a copartnership 
or association, the obligations of the several 
members thereof.” The limitations of 10 per 
cent are modified by eight exceptions of 
which four (enumerated as Nos. 1, 2, 3 and 
5) are not subject to any limitations based 
upon capital and surplus, namely: 


(1) Obligations in the form of drafts or bills 
of exchange drawn against actually existing values. 

(2) Obligations arising out of the discount of 
commercial or business paper actually owned by 
the person, copartnership, association or corpora- 
tion negotiating the same. 

(3) Obligations drawn in good faith against ac- 
tually existing values and secured by goods or 
commodities in process of shipment. 

(5) Obligations in the form of bankers’ accep- 
tances of the kind described in section 13 of the 
Federal Reserve Act. 


The remaining four exceptions to the 10 
per cent loan limit (enumerated as Nos. 4, 6, 
7 and 8) modify the limit as below stated: 


(4) Obligations as indorser or guarantor of notes 
other than commercial or business paper, excepted 
under (2) having a maturity of not more than 
six months and owned by the person, corporation, 
association or partnership, negotiating the same, 
are subject to a limitation of 15 per cent of capi- 
tal and surplus in addition to the 10 per cent. 

(6) Obligations of any person, copartnership, as- 
sociation or corporation in the form of notes or 
drafts secured by shipping documents, warehouse 
receipts or other such documents transferring or 
securing title covering readily marketable non- 
perishable staples, when such property is fully cov- 
ered by insurance, if it is customary to insure 
such staples, are subject to a limitation of 15 per 
cent of capital and surplus in addition to 10 per 
cent when the market value of such staples is not 
at any time less than 115 per cent of the face 
amount of such obligation; and to additional in- 
creases of limitation of 5 per cent of capital and 
surplus, as follows: 

Five per cent in addition to such 25 per cent 
when the market value of such staples securing 
such additional obligation is not at any time less 
than 120 per cent of the face amount of such 
additional obligation; 

Five per cent in addition to such 30 per cent 
when the market value is not at any time less 
than 125 per cent of the face amount of such 
additional obligation; 

Five per cent in addition to such 35 per cent 
when the market value is not at any time less 
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than 130 per cent of the face amount of such 
additional obligation; 

Five _ cent in addition to such 40 per cent 
when the market value is not at any time less 
than 135 per cent; 

Five per cent in addition to such 45 per cent 
when the market value is not at any time less 
than 140 per cent. 

But this exception does not apply to obligations 
of any one person, copartnership, association or 
corporation arising from the same _ transactions 
and/or secured upon the identical staples for 
more than ten months. 

(7) Obligations of any person, copartnership 
association or corporation in the form of notes 
or drafts, secured by shipping documents or jp. 
struments transferring or securing title covering 
live stock, or giving a lien on live stock, when 
the market value of the live stock is not at any 
time less than 115 per cent of the face amount 
of the notes covered by such documents, are subject 
to a limitation of 15 per cent of capital and sur. 
plus in addition to such 10 per cent. 

(8) Obligations of any person, copartnership 
association or corporation in the form of notes 
secured by not less than_a like amount of bonds 
or notes of the United States, issued since April 
24, 1917, or certificates of indebtedness of the 
United States, shall (except to the extent per- 
mitted by rules and _ regulations prescribed by the 
Comptroller of the Currency with approval of the 
Secretary of the Treasury) be subject to a limita- 
tion of 15 per cent of capital and surplus in addi- 
tion to such 10 per cent. 


Investment Securities 


ECTION 2 (b) of the law amends Sec- 

tion 5136 of the Revised Statutes which 
defines the corporate powers of national 
banks by adding at the end of the first para- 
graph of sub-section “seventh” a_ proviso 
regulating and limiting the business of buy- 
ing and selling investment securities. .\ large 
number of national banks are now engaged 
in this business and the authority of national 
banks to conduct the business has been offi- 
cially recognized, but the law covering this 
class of operations has been very indefinite. 
The proviso is a recognition by Congress that 
the power of national banks to engage in this 
business has heretofore existed and a regula- 
tion of its exercise. 

The amendment provides “that the business 
of buying and selling investment securities 
shall hereafter be limited to buying and sell- 
ing without recourse marketable obligations 
evidencing indebtedness of any person, co- 
partnership, association or corporation in the 
form of bonds, notes and/or debentures, com- 
monly known as investment securities, under 
such further definition of the term ‘invest- 
ment securities’ as may by regulation be pre- 
scribed by the Comptroller of the Currency.” 
It provides that the total amount of invest- 
ment securities of any one obligor or maker 
held by the bank shall at no time exceed 25 
per cent of paid-in capital and unimpaired 
surplus; but this limitation does not apply to 
obligations of the United States or general 
obligations of any state or of any particular 
subdivision thereof or obligations issued un- | 
der authority of the Federal Farm Loan Act. 


Safe Deposit Business 


ECTION 2 (b) of the law also amends 

Section 5136 Revised Statutes defining the 
corporate powers of national banks by adding 
a further proviso which follows the provision 
relating to investment securities, recognizing 
the power of national banks to engage in 
safe deposit business and limiting the amount 
which may be invested by a national bank in 
the stock of a safe deposit corporation. The 
proviso enacts “that in carrying on the busi- 
ness commonly known as the safe deposit 
business no such association shall invest im 
the capital stock of a corporation organized 
under the law of any state to conduct a safe 
deposit business in an amount in excess of 
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15 per cent of the capital stock of such as- 

sociation actually paid in and unimpaired and 

15 per cent of its unimpaired surplus.” 
National banks have for a considerable 

time engaged in the business of rental of 

safe deposit boxes and the power has been 

assumed to exist and has been exercised as 

an incidental power necessary to the carrying 

on of the banking business. The new bank- 

ing law now expressly: recognizes and sanc- 

tions the custom of national banks to carry on 

such business as well as to 

own stock in safe deposit 

corporations, but places a 

specific limitation upon the 

amount of stock of a safe 

deposit company which may 

be owned by the bank. 


Real Estate Loans 


ECTION 16 of the law 
amends Section 24 of the Federal Re- 
serve \ct so as to permit five year loans by 
national banks secured by first lien upon im- 
proved real estate including improved farm 
lands, not exceeding 50 per cent of the actual 
yalue of the real estate. The amount of such 
loans is limited to either 25 per cent of the 
unimpaired capital and surplus of the bank 
or to one-half of its savings deposits, subject 
to the general limitations of Section 5200 
Revised Statutes relating to the limit of 
loans to a single borrower. 
The chief value of this amendment is in 
the extension of the power of national banks 
to make loans for five instead of one year 


upon improved city property, a business in 


which state banks and trust companies have 
heretofore been successfully engaged. The 
amendment will enable national banks in 
cities to engage in this business without 
the handicap of the one year limitation upon 
such loans. 

Specifically analyzing Section 24 as 
amended, it provides that national banks may 
make loans secured by first lien upon im- 
proved real estate, including improved farm 
land, situated within its Federal Reserve Dis- 
trict or within a radius of 100 miles of the 
place in which the bank is located irrespec- 
tive of district lines. The loan must be in 
the form of an obligation secured by mort- 
gage, trust deed or other such instrument 
upon real estate when the entire amount of 
such obligation or obligations is made or is 
sold to the bank. The amount of loans is 
limjted to 50 per cent of the actual value of 
the real estate security and cannot be made 
for a longer term than five years. Such loans 
including those on which the bank is liable 
as indorser or guarantor or otherwise can be 
made to an aggregate of 25 per cent of un- 
impaired capital and surplus or at the bank’s 
election, one-half of its savings deposits, sub- 
ject to the general limitations contained in 
Section 5200 U. S. Revised Statutes. Na- 
tion: 1 banks may continue as heretofore to 
receive and pay interest on time and savings 
deposits, but the maximum rate of interest 
received on time or savings or other de- 
posits is limited to the maximum rate author- 
ized by law to be paid upon such deposits by 
state banks and trust companies under the 
laws of the state wherein the national bank 
is located. 

First as to national banks. Prior to the 
passage of the new banking law, Section 
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With President Coolidge’s signature, the McFadden bill became a law on 


Feb. 25, 1927 


5155 of the United States Revised Statutes 
provided: 


“It shall be lawful for any bank or banking 
association, organized under state laws and having 
branches, the capital being joint and assigned to 
and used by the mother-bank and branches in defi- 
nite proportions, to become a national banking asso- 
ciation in conformity with existing laws, and to 
retain and keep in operation its branches, or such 
one or more of them as it may elect to retain; the 
amount of the circulation redeemable at the mother- 
bank and each branch to be regulated by the amount 
of capital assigned to and used by each.” 


Under the above, while national banks 
had no power directly to establish do- 
mestic branches, either city or state-wide 
(except an official permission in certain 
instances to establish additional offices or 
tellers’ windows for the transaction of rou- 
tine business, the authority to grant which 
has never been tested in the courts), the 
above section of the Revised Statutes per- 
mitted the acquiring of branches by national 
banks by the indirect method of conversion 
of a state bank with branches into a na- 
tional bank and retention of the branches. 

The above section is no longer law. Un- 
der the new law the power of retaining 
future established out-of-town branches of 
a state bank when converted into a national 
bank does not exist, and the national bank 
is limited to home city branches only in 
states which at the time permit state banks 
to have such branches. Section 7 of the 
new law amends Section 5155 of the Re- 
vised Statutes so as to provide all the con- 
ditions upon which a national bank may 
retain or establish and operate branches, 
whether by direct establishment or through 
conversion or consolidation. We quote the 
section entire. 


“Sec. 7. That section 5155 of the Revised Stat- 
utes of the United States be amended to read as 
follows: : 

“Section 5155. The conditions upon which a 
national banking association may retain or estab- 
lish and operate a branch or branches are the fol- 
lowing: 

“(a) A national banking association may main- 
tain and operate such branch or branches as it may 
have in lawful operation at the date of the ap- 
proval of this Act, and any national banking asso- 
ciation which has continuously maintained and on- 
erated not more than one branch for a period of 
more than twenty-five years immediately preceding 
the approval of this Act may continue to main- 
tain and operate such branch. 

“(b) If a state bank is hereafter converted into 
or consolidated with a national banking associa- 
tion, or if two or more national banking associations 
are consolidated, such converted or consolidated as- 
sociation may, with respect to any of such banks, 
retain and operate any of their branches which 
may have been in lawful operation by any bank 
at the date of the approval of this Act. 

“(c) A national banking association may, after 
the date of the approval of this Act, establish 


and operate new branches within the limits of the 
city, town or village in which said association is 
situated if such establishment and operation are 
at the time permitted to state banks by the law 
of the state in question. 

““(d) No branch shall be established after the 
date of the approval of this Act within the limits 
of any city, town or village of which the popula- 
tion by the last decennial census was less than 
25,000. No more than one such branch may be 
thus established where the population, so deter- 
mined, of such municipal unit 
does not exceed 50,000; and not 
more than two such branches 
where the population does not 
exceed 100,000. In any such 
municipal unit where the popu- 
lation exceeds 100,000, the de- 
termination of the number of 
branches shall be within the 
discretion of the Comptroller of 
the Currency. 

“(e) No branch of any na- 
tional banking association shall 
be established or moved from 
one location to another without 
first obtaining the consent and 
approval of the Comptroller of 
the Currency. 

“(f) The term ‘branch’ as 
used in this section shall be held 
‘ to include any branch bank, 
branch office, branch agency, additional office, or 
any branch place of business located in any state 
or territory of the United States or in the District 
of Columbia at which deposits are received, or 
checks paid, or money lent. 

(g) This section shall not be construed to 
amend or repeal Section 25 of the Federal Re- 
serve Act, as amended, authorizing the establish- 
ment by national banking associations of branches 
in foreign countries, or dependencies, or insular 
possessions of the United States. 

J The words ‘state bank,’ ‘state banks,’ ‘bank’ 
or ‘banks,’ as used in this section, shall be held to 
include trust companies, savings banks or other 


such | corporations or institutions carrying on the 
banking business under the authority of state laws.” 


These provisions may be thus epitomized : 

1. Branches of national banks denied in 
all states which do not at the time permit 
state banks to have branches. 

2. Branches of national banks denied in 
all cities of less than 25,000 population. 

3. Branches of national banks denied out- 
side of limit of home city. 

4. Home city branches of national banks 
permitted in states which permit state banks 
to have branches, but limited to one branch 
per bank in cities of between 25,000 and 
50,000 population, and to two branches in 
cities of between 50,000 and 100,000 popu- 
lation, according to the last decennial cen- 
sus. In cities of over 100,000 population, 
the number of home city branches is lim- 
ited by the Comptroller of the Currency in 
his discretion. 

5. State banks consolidating with or con- 
verting into national banks, or two or more 
national banks consolidating, may retain 
branches in lawful operation at the time of 
approval of the Act. No power to retain 
future established out-of-town branches. 

6. National banks may retain branches in 
lawful operation at the date of approval of 
the Act. 

7. Consent and approval of Comptroller 
of Currency required for establishment of 
branch or change of its location. 

Supplementary to the amendment to Sec- 
tion 5155 Revised Statutes, Section 8 of the 
Act also amends Section 5190 of the U. S. 
Revised Statutes to read as follows (new 
matter italicized; matter eliminated in 
brackets). 


“Sec. 5190. The [usual] general business of 
each national banking association shall be trans- 
acted [at an office or banking house located] in the 
place specified in its organization certificate and 
in the branch or branches, if any, established or 
maintained by it in accordance with the provisions 
of Section 5155, of the Revised Statutes, as amended 
by this Act.” 


Second—As to state banks applying for 
membership, and state banks which are now 
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members of the Federal Reserve System, 
Section 9 of the new Banking Law amends 
the first paragraph of Section 9 of the Fed- 
eral Reserve Act by changing the last sen- 
tence of the paragraph to read (new mat- 
ter in italics) : 

“The Federal Reserve Board subject to the pro- 
visions of this Act, and to such conditions as it 
may prescribe pursuant thereto, may permit the 


applying bank to become a stockholder of such 
Federal Reserve Bank.” 


And by adding to the paragraph the fol- 
lowing : 

“Any such state bank which, at the date of the 
approval of this Act, has established and is op- 
erating a branch or branches in conformity with 
the state law, may retain and operate the same 
while remaining or upon becoming a_ stockholder 
of such Federal Reserve Bank; but no such state 
bank may retain or acquire stock in a Federal Re- 
serve Bank except upon relinquishment of any 
branch or branches established after the date of 
the approval of this Act beyond the limits of 


the city, town or village in which the parent bank 
is situated.” 


Under the new banking law a state bank 

which is now a member of the Federal 
Reserve System may retain its existing 
branches, but cannot retain its membership 
except upon relinquishment of any branches 
hereafter established beyond the limits of 
the home city; and a state bank hereafter 
applying for membership must relinquish 
any branches hereafter established beyond 
home city limits. 
_ The new banking law is the first regula- 
tion and limitation by Congress of domestic 
branch banking in the Federal Reserve Sys- 
tem, and it provides an absolute barrier of 
future-established branches outside of the 
limits of the home city. Heretofore state 
banks with state-wide branches could, un- 
der the old Section 5155 Revised Statutes 
convert into national banks and retain their 
branches. This can no longer be done. 
State banks now in the System, or hereafter 
becoming members, may retain state-wide 
branches which now exist, but future es- 
tablished branches outside the home city 
are not permitted. 

So far as national banks are concerned, 
they are restricted to home city branches, 
limited in number according to population 
in those cities only which at the time of 
establishment permit state banks to have 
branches. They can have no branches what- 
ever in any city of under 25,000 population. 
In states which do not permit state banks 
to have branches, national banks cannot have 
them; and as the definition of branches in- 
cludes branch offices, branch agencies and 
additional offices, no office or agency not in 
lawful operation in any state which does 
not permit state banks to have branches 
is permitted. 


Branches of Federal Reserve 
Banks 


ECTION 19 of the new law adds a new 

paragraph to Section 3 of the Federal 
Reserve Act, which provides for the estab- 
lishment of branches of Federal Reserve 
banks as follows: 


“The Federal Reserve Board may at any time 
require any Federal Reserve Bank to discontinue 
any branch of such Federal Reserve Bank_ estab- 
lished under this section. The Federal Reserve 
Bank shall thereupon proceed to wind up the busi- 
ness of such branch bank, subject to such rules 
and regulations as the Federal Reserve Board may 
prescribe.” 
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Building Sites of National 
Banks 


ECTION 5137, U. S. Revised Statutes, 

declaring the purposes for which na- 
tional banks may purchase, hold and convey 
real estate, provided in its first subdivision, 
until changed by the new law: 


“First. Such as shall be necessary for its im- 
mediate accommodation in the transaction of its 
business.” 


Section 3 of the new law amends the 
above by striking out the word “immediate.” 
The purpose is: to enable a national bank 
to acquire real estate for a building site 
although it is not ready to build. It fre- 
quently happens that a desirable piece of 
real estate is available for building pur- 
poses which can be immediately purchased 
at a reasonable figure; but as the bank is 
not ready to build immediately, there is no 
power to purchase and the opportunity is 
lost. The amendment is designed to meet 
such a situation. 


$100,000 Capital in Outlying 
Districts of Large Cities 


ECTION 5138 Revised Statutes provides 
a standard minimum capitalization for 
national banks of $100,000, with permission 
to banks in places where the population 
does not exceed 6000, of a capital not less 
than $50,000 and where the population does 
not exceed 3000, of a capital not less than 
$25,000. It also requires $200,000 capital- 
ization in a city of over 50,000 population. 
Section 4 of the new law amends the re- 
quirement of $200,000 capitalization by pro- 
viding : 
“except that in the outlying districts of such a 
city where the state laws permit the organization 
of state banks with a capital of $100,000 or less, 
national banking associations now organized or 
hereafter organized may, with the approval of the 


Comptroller of the Currency, have a capital of not 
less than $100,000.” 


Stock Dividends 


ECTION 5 of the new law amends Sec- 

tion 5142 U. S. Revised Statutes, relat- 
ing to the increase of capital stock, by en- 
acting into law the existing ruling of the 
Comptroller of the Currency, which per- 
mits national banks to pay dividends in 
stock. Total resources are not affected, but 
the larger the capital in proportion to capi- 
tal and surplus the greater the liability.. The 
added provision relating to stock dividends 
is as follows: 

“Provided, however, that a national banking as- 
sociation may, with the approval of the Comp- 
troller of the Cucreny, and by the vote of share- 
holders owning two-thirds of the stock of such 
association, increase its capital stock by the dec- 
laration of a stock dividend, provided that the sur- 
plus of said association, after the approval of the 
increase, shall be at least equal to 20 per cent 
of the capital stock as increased. Such increase 
shall not be effective until a certificate, certifying 
to such declaration of dividend, signed by the 
president, vice-president or cashier of said asso- 
ciation and duly acknowledged before a notary 
public, shall have been forwarded to the Comp- 
troller of the Currency, and his certificate obtained 


specifying the amount of such increase of capital 
stock by stock dividend, and his approval thereof.” 


Shares of Less than $100 


ECTION 16 of the new law amends Sec- 
tion 5139 Revised Statutes, the first sen- 
tence of which provides that “the capital 
stock of each association shall be divided 
into shares of $100 each” by inserting after 
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the word “each” the words “or into shares 
of such less amount as may be provided in 
the articles of association,” the remainder 
of the section being unchanged. 

Section 17 of the new law amends the 
second sentence of Section 5146 Revised 
Statutes, which requires every director to 
own in his own right ten shares, or in case 
of banks of $25,000 capital, five shares, by 
making the share-qualification sentence of 
the section read as follows: 

“Every director, must own in his own right 
shares of the capital stock of the association of 
which he is a director, the aggregate par value 
of which shall not be less than $1,000, unless the 
capital of the bank shall not exceed $25,000, in 
which case he must own in his own right shares 
of such capital stock the aggregate par value of 
which shall not be less than $500. Any director 
who ceases to be the owner of the required num- 
ber of shares of the stock, or who becomes in any 


other manner disqualified, shall thereby vacate his 
place.” 


The purpose of allowing shares for an 
amount less than $100 is to enable banks, 
if they so choose, to divide the capital among 
a larger number of shareholders and thus 
increase the number of persons interested 
in building up the business of the bank. 
The amount of stock which must be owned 
by the directors remains the same. The 
new law is not to be interpreted as author- 
izing the issue of shares of no par value; 
the shares must be for a certain amount, 
such as $10, $25, $50 or $100, or such other 
amount less than $100 as may be provided 
in the articles of association. 


Chairman of the Board 


ECTION 5150 Revised Statutes has 
heretofore provided: 


“One of the directors to be chosen by the board 
shall be president of the board.” 


Section 6 of the new law amends this 
section to read as follows: 

“Sec. 5150. The president of the bank shall be 
a member of the board and shall be the chairman 
thereof, but the board may designate a director 
in lieu of the president to be chairman of the 


board, who shall perform such duties as may be 
designated by the board.” 


Under the former law “president of the 
board” was construed by the office of the 
Comptroller of the Currency to mean the 
president of the bank; but in practice many 
national banks have made the chairman of 
the board and the president of the bank sepa- 
rate offices held by different officers. The 
new law does not add any new charter pow- 
ers, but is simply a clarification of the am- 
biguous provision of the old law relating to 
the status of chairman of the board of di- 
rectors. It substitutes the word “chairman” 
for the word “president” of the board, and 
provides that the president of the bank shall 
be a member of the board of directors and 
chairman thereof, but not necessarily so if 
the board designates another director in lieu 
of the president. The board of directors 
may also designate the duties to be per- 
formed by the chairman. 


Reports to the Comptroller 


ECTION 13 of the new law amends 
Section 5111 Revised Statutes, relating 
to reports to the comptroller, by providing 
that the vice-president or assistant cashier 
may verify reports in the absence of the 
president and cashier, and making certain 
other procedural requirements. The pre- 
cise changes made are indicated in the fol- 
(Continued on page 684) 
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The Practical Effect of the 
McFadden Bank Act 


By CHARLES W. CAREY 


President, National Bank Division, American Bankers Association 


President, First National Bank, Wichita, Kansas 


Opportunities for Additional Business and for Greater Com- 
munity Service Which Have Been Opened Up for National 
Banks Through the Uncontested Features of the Modernized 
Law. The Definite Authorization of Some Accepted Practices. 


HE enactment of what has long 

been spoken of as the McFadden 

Bill to modernize the national bank 

act marked a great forward step to- 
ward the goal of the preservation of the 
national banking system and the Federal 
Reserve System. Not since the passage of 
the Federal Reserve Act has there been 
such general interest evinced in banking leg- 
islation. 

To every student of banking it was clear 
that some liberalization of our national 
banking laws was imperative if that sys- 
tem was to prosper and if the Federal Re- 
serve System was to be held to its present 
high plane of public service. The bicker- 
ings on branch banking were so constant 
that some bankers and a great percentage of 
the public heard little about the uncontested 
features of the bill, and never really rec- 
ognized the advantages which its enactment 
brings to banking and to the banking public 
alike, 


Consolidations 


EVERAL of the amendments written 

into the law merely make more simple 
the methods of accomplishing ends thereto- 
fore permitted. One such is the section 
which provides for the consolidation of a 
state bank with a national bank in, the same 
county under a national charter. That re- 
sult always was possible of achievement, 
but it was necessary first to nationalize the 
state bank or to liquidate it. That course 
Was sometimes expensive and always more 
or less cumbersome. Under the amended 
law a state bank may be consolidated di- 
rectly with a national bank without the 
delays incident to either of the intervening 
steps just described, though it must not be 
in contravention of the laws of the state. 
Safeguards in the way of notification of 
stockholders, ratification of agreements to 
merge, and approval by the Comptroller of 
the Currency, are provided. 

There was added a specific clause giving 
to the consolidated national bank all the 
rights, property, franchises and interests, in- 
cluding the right of succession as trustee or 
in any other fiduciary capacity, held by the 
consolidating state bank. Thus is established 
a right which was questioned in one of 
the state courts recently and decided ad- 
versely, 

The ninety-nine-year charter granted to 
all national banks in 1922 did not over- 


come the objection made to the former 
twenty-year franchise. The need which 
prompted the effort to secure an_ inde- 
terminate charter at that time was even more 
pressing when that provision was included 
in the McFadden bill. The growing popu- 
larity of the corporate fiduciary, the devel- 
opment of the national bank in the trust 
field, and the increasing number and variety 
of trusts which are not limited by the laws 
against perpetuity, focused attention again 
upon the desirability of national bank char- 
ters without time limitation. 

The amended law grants such charters to 
national banks and makes them available for 
the performance of every character of trust 
work without the possibility of interruption 
by reason of charter expiration. This is ac- 
complished without lessening in any degree 
the control and authority of the Federal 
government over such banks, for charters 
can be forfeited for violation of law or 
terminated by Congress at any time, and 
they still can be dissolved by vote of the 
shareholders. The change makes possible 
the performance of a greater service by 
national banks without any weakening of 
the safeguards thrown about them. 


Investment Securities 


NDER the authority of the statute al- 

lowing national banks to “discount and 
negotiate promissory notes, drafts, bills of 
exchange and other evidences of debt” many 
banks for years have engaged more or less 
freely in the business of buying and selling 
investment securities. Comparatively few 
banks, however, have maintained depart- 
ments for that specific purpose. In amend- 
ing this section of the law Congress did not 
seek to broaden the privileges granted. It 
did not even change the language recited 
above. It simply added to it a limitation. 
It recognized the modern trend of the bank- 
ing business toward a complete banking 
service in a single institution, and it sought 


633 


to throw about the transactions in invest- 
ment securities such safeguards as will ade- 
quately protect that rapidly growing feature 
of the business. 

The amendment enumerates the classes of 
paper which may be handled by a _ bank 
hereafter engaged in the business of buying 
and selling investment securities. They are 
described as marketable obligations evidenc- 
ing indebtedness of any person, copartner- 
ship, association, or corporation, in the 
form of bonds, notes and debentures com- 
monly known as investment securities. Au- 
thority is given also to the Comptroller of 
the Currency to further define the term “in- 
vestment securities” if such seems necessary. 
Up to this time no regulations for that pur- 
pose have been issued by that official, but 
there rests with him the power to restrict 
such transactions to whatever extent their 
safety requires. 

Prior to the adoption of this amendment 
the only restrictions imposed were the ob- 
jections which the Comptroller’s office 
might offer against securties found in a 
bank’s files. The amended statute, how- 
ever, lays down certain definite require- 
ments, one of which is that all transactions 
shall be on a “without recourse” basis. 
Likewise a limitation is placed on the 
amount of securities of any one obligor 
which may be held by a bank. It is 25 per 
cent of the capital and surplus of the bank, 
though there are exceptions of certain ob- 
ligations such as those of the United States, 
the several states, and those issued under 
authority of the Federal Farm Loan Act. 

Though the law does not open up a new 
field of activity for national banks, it is a 
desirable amendment. It gives encourage- 
ment to that class of business and sets defi- 
nite limitations which must be observed. 


Safe Deposit Corporations 


eS or lesser volume of safe 
deposit business has grown up in prac- 
tically all banks. The public has come to 
look, upon that service as a great conveni- 
ence, and anything which will add to its 
facility is desirable. Necessarily such safe 
deposit business as has been done by na- 
tional banks has been as a part of the banks, 
for there was no authorization for the in- 
vestment of bank capital in other cor- 
porations. 
(Continued on page 685) 
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A Safe “Investment” for a Widow 


By EDWARD J. REILLY, JR. 


Trust Officer, National Bank of New Jersey, New Brunswick, N. J. 


Amazing Replies Received by Banker, Who Advertised That a 
Widow With $10,000 and Limited Business Experience Wished 
To Invest Her Money in a Safe and Sound Proposition. Shows 
How the Wild-cat Promotors and High Powered Salesmen Work 


ANKERS know something of the 
heavy tribute that the inexperienced 
investor pays annually to the allur- 
ing but worthless promises of rich 

financial returns as skillfully phrased in 
dividend-dripping words by the glib-tongued, 
high-powered security salesmen. Even the 
average American husband is not inclined 
to doubt the statement that a billion dollars 
is lost annually in worthless securities, but 
he has a faith which is almost child-like 
in its simplicity that his wife will shun all 
offers to acquire a fortune by acquiring a 
few hundred shares of stock in the Spout- 
ing Bonzano Oil Company or the King 
Midas El Dorado Gold Mining Company. 
It is out of the question that she would fall 
for such a fraud! 

As a trust officer of a bank, I was cer- 
tain in my own mind that the average 
American had no notion of just how many 
other forms of fraudulent investments be- 
sides oil and mining stocks there were to 
compete for the proceeds of lump sum in- 
surance payments and other funds left 
through inheritance to widows and other 
inexperienced persons. 


$10,000 to Invest 


| order that I might point out by con- 
crete evidence the large number of such 
propositions being’ made daily to the recipi- 
ents of these funds, and to secure a fair 
cross-section of the type of “investments” 
which are offered to the uninitiated, I in- 
serted the following advertisement in a 
Sunday newspaper in each of two large 
American cities: 

$10,000 TO INVEST—wWidow, with limited busi- 
ness experience, wishes to invest $10,000, proceeds 
of late husband’s life insurance. in a sound, es- 
tablished business assuring absolute safety of prin- 


cipal, together with adequate income return. Reply 
in full detail. Box 


The replies—more than a hundred in all 
—were amazing! Some were wild-cat on 
their face. Some required expert analysis 
which an inexperienced widow could not 
be expected to make, in order to be proved 
wild-cat. Many were undoubtedly honest, 
but far from the type of investment which 
a reasonably prudent business man would 
recommend for the investment of a widow’s 
all. The majority fell within that most 
dangerous classification of all for the “in- 
vestment” of trust funds—perfectly legiti- 
mate enterprises which lack adequate capi- 
tal and the high degree of managerial abil- 
ity, foresight and experience required to suc- 
cessfully launch a new enterprise upon a sea 
where competition is often very severe. 

Only one of the replies was investigated. 


Dollar Piracy 
HY Secretary Mellon 


estimates that more 
than a half billion dollars is 
lost annually by the Amer- 
ican people in worthless 
securities may be readily 
understood when one re- 
views what happened in 
this one case—where a 
banker, in the guise of a 
widow with $10,000 and 
limited business experience, 
advertised for a safe and 
sound investment. He re- 
ceives more than one hun- 
dred propositions—not one 
of which was entitled to be 
considered a real business 
man’s investment. 


This one on its face appeared to be per- 
fectly legitimate, fair and free of extrava- 
gant promises. Upon investigation, through 
channels which fortunately were available 
to me, I was more than satisfied that it was 
fraudulent. Not one offering was of the 
class which might be called a sound, busi- 
ness man’s investment, to say nothing of 
a satisfactory investment for trust funds. 


Become a Vice-President 


EVERTHELESS the offerings were 

extremely interesting—even entertain- 
ing. Modesty in statement and aspiration 
is a virtue which few possessed. An offer- 
ing of a vice-presidency and place on the 
directorate of a finance company could 
scarcely be made in more picturesque man- 
ner than this: 
Dear Madom: 

In reply to your advertisement, we have or- 
ginised A co to finance the sale of automobiles. 
I can hardely explain this in A letter But we 
must have three on the board of directors, An want 
some one that has an intrest in the business to 
fill the hoard and become active in same. In other 
words It takes three people to run this business 


One on the street and A man and girl in the 
office. Otherwise we would hafto hire A girl to 
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do the work that is required, And woul! much 
rather have one that would be intrested in the 
business. I would like to have an interview with 
you as their would be no harm, and I am sure 
that you would see that oportinuty that I present 
to you is worth while considerin The field in this 
business is big which I can show you at inter- 
view and further more I can show you the sussess 
that is being done with ether Co. 

In close you will find lititure that gives A out- 
line of this buisness. Understand I am not try- 
ing to sell you stock but securing you th same 
intrest in the buisness as as A director and you 
will share the same as I and the secretary. The 
office that is open is Vice President. 

Let me hear from you at your earliest and | 
will call if you wish. 

Thanking you in advance 

I Remain 


The printed prospectus of the company 
referred to as “In close” was scarcely more 
intelligent. One of the chief points it scored 
was the allegation that the banker was 
handicapped in financing the purchase of 
automobiles by his lack of knowledge con- 
cerning the appraisal of a car so that the 
business then had to develop along different 
lines in the hands of practical automobile 
men who also had a knowledge of financing! 

Another letter reads: 

“What I am offering is a chance—practically 
without risk—to acquire considerable money. 

“The proposition is a ‘Syndicate’—to finance a 
large corporation—known as a ‘Holding’ Company. 

“T solicit full investigation—and would suggest 
your asking some expert lawyer or banker as to the 
earnings of Syndicates—and the rare opportunity 
for ‘outsiders’ to share in the profits. 

“Briefly, the commission on $10,000 will be 
$50,000 cash and about the same in stock-—-which 


should pay 6 per cent—or $3,000 per annum in 
dividends.” 


It actually causes one to shudder when 
realizing that some scoundrel actually made 
such a proposition to one whom he believed 
to be a widow without business experience 
and that the widow’s all might have been 
invested with him. 


A Doctor of Fraud 


| rages the earliest days of civilization 
the lure of gold and the possibility of 
extracting it from the earth in paying quan- 
tities has had a peculiar fascination for 
mankind. Perhaps it was this fascination 
which prompted the writing of the follow- 
ing epistolary explosion in long hand from 
a man who tacked on M. D., D. D. S. after 
his name: 

“IT see your ad. in the inclosed find 
a sketch of an honest to God proposition this is 
to be a close corporation and good returns slip 
down and look it over or send a_ representative 
this is an opertunity of great value; this is about 
twelve hours out of Philadelphia to 
mines, it is a proposition close to home ware we 


can go see it any time. 
“TI remain most cordially.” 


The opportunity referred to was a chance 
to purchase stock in a company engaged in 


| 
| 
| 
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developing an abandoned gold mine in North 
Carolina! The three pages of single spaced 
typing--unsigned—told of the glories of the 
North Carolina gold mines one hundred 
years ago and the recent organization of 
the company. Just two sentences need repe- 
tition here: “We need five thousand dollars 
($5,000) more to put the mines on a fine 
paying basis. I believe that in thirty days 
after I get that amount I can make net 
one thousand dollars ($1,000) per week.” 
What more could one ask for! And it’s 
“guaranteed” too! Be- 
cause the prospectus 
states that “all’— 
which to an inexperi- 
enced investor means 
“everything” — is a 
matter of record in 
the court house of the 
county. It would 
really be interesting 
to determine whether 
the one thousand dol- 
lars net weekly profit 
on an additional five- 
thousand-dollar invest- 
ment is a matter of 
record at the court 
house. 
It is not often that 
an investment can be 
secured where the in- 
vestor can always get 
his money back when- 
ever he desires, par- 
ticularly if the offer- 
ing is not listed on a 
regular stock ex- 
change. However, 
that is the declaration 
of a builder of auto- 
matic water supply 
systems, and his meth- 
od of insuring the 
return of the money 
when desired is novel, 
if not convincing. 
His proposition is sim- 
ply this: The “investor” 
places his money with the 
manufacturer in units of 
one hundred dollars. Each unit 
finances the construction of one 
automatic water supply system, 
and all that the investor has to 
do to get his money back is to 
sell the system! According to 
the figures submitted, twenty- 
two of the systems were con- 
structed and installed in three years. If our 
widow invested her entire $10,000 in this 
venture, it would finance the construction 
of 100 systems, which, at the present rate 
of sale, would require more than thirteen 
years to be disposed of. 


Investigating One Offer 


HE veracity of our friend in his state- 

ment that the investor can get his money 
back at any time is saved by one of the 
conditions of the arrangement. The manu- 
facturer agrees to keep his life insured in 
the amount of the investment as long as 
it is with him. Herein must lie the basis 
for the prompt refund mentioned. It is 
probably only necessary to shoot the manu- 
facturer to get one’s money back! 


AMERICAN BANKERS ASSOCIATION JOURNAL 


The following letter is the only one which 
was investigated: 


“I am the owner of A clay property in the 
state of » sample of which I herewith 
inclose. 

“This deposit is extensive, containing from 5-10 
million tons of the finest in this country 
which has A large demand when properly pre- 
pared. To market this material properly requires 
a refining plant, and to put up such A plant re- 
quires $10,000, if you feel that you would care 
to invest with me I would give you A first mort- 
gage on everything and y 8 per cent on the 
money and let you take charge of the New York 
office to handle the correspondence and answer all 
letters and all things pertainin to the office ac- 


It is probably 
only necessary 
to shoot the 
manuf ac- 
turer to get 
one’s money 
back 


counts and typewriting etc. at A salary say $35 
per week this would give absolut safety for your 
money and insure you a good income. if this ap- 
peals to you you may correspond with at which 
time I will give you all the necessary references 
you may want as I have lived here all my life 
my bank etc. 
“T shall be glad to hear from you.” 


On its face the letter was not suspicious, 
and the sample of the clay inclosed was 
really high grade. 

However, investigation revealed that: 

This person was not the owner of the 
property, as stated in the letter. The ex- 
tent of his interests was that he had an 
option on a lease of the property. Fur- 
thermore, the option had expired some 
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weeks prior to the date of his letter, but 
had been extended for sixty days by the 
owners in the hope that they might be en- 
abled to realize on a note which had been 
given in part payment of the option. What 
would the equity of a first mortgage on 
such a situation be worth? 

Refining plants of the nature indicated 
have been constructed by other companies. 
The cost of constructing such plants is 
approximately $50,000. A small one might 
be constructed for $25,000, provided condi- 
tions were most favorable; $10,000 is 
wholly inadequate. 

The property is located five miles from 
the railroad as the crow flies and eight 
miles over poor country roads traversing 
two swamps and one river by road. The 
only economical method of shipping the 
clay would necessitate the construction of 
a siding from the railroad to the property. 
In addition to the cost of actual trackage 
construction, it would require the secur- 
ing of a right of way from the inter- 
vening property owners. 

In view of these considerations it is ap- 
parent that at the 
very minimum $100,- 
000 would be required 
to begin to operate 
this property, let alone 
carry on the business 
successfully. Our 
widow’s small com- 
petence would seem 
to have fared very 
badly. 

Some of the other 
“investment” opportu- 
nities offered were: 

An interest in a 
wholesale potato chip 
business in New Jer- 
sey promising a re- 
turn of 500 per cent 
annually without ser- 
vices. 

A half interest in 
a rural washing ma- 
chine sales enterprise. 
The first letter prom- 
ised 40 per cent prof- 
its. Not having an 
immediate acceptance, 
another letter fol- 
lowed in three days 
pointing out that the 
profits would not be 
less than 50 per cent. 

Two of those reply- 
ing stated that they 
were particularly in- 
terested because they 
were widowers. One 
of them offered a half interest in a confec- 
tionery manufacturing business to be organ- 
ized. The other, a real estate developer, 
admitted that his advice was the best the 
widow could secure. 

A radio manufacturing company—not yet 
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“in existence—promised 50 per cent profit 


on the capital investment and a 15 per cent 
annual return on the money. 

Only $7,000 of the $10,000 was required 
by an individual who intended to establish 
a milk business in a town of 20,000 popu- 
lation. Without services, the return would 
be $100 weekly, or something like 75 per 

(Continued on page 682) 
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A Premium on One-Crop Farming 


VEN among those farmers which the McNary- 
Haugen bill was drawn to favor there should be no 
grief that this proposed law was killed by the Presi- 
dent’s veto for whatever slight advantages the favored 
groups might have gained under the operation of the 
measure it was inevitable that there would have been 
an equalizing loss. 

If, for illustration, the operation of the scheme did 
raise the price of wheat to the producer the very in- 
crease in the acreage of wheat, bound to follow the 
artificial increase in price, would depress the world 
price, and, so to use a homely expression, “we would 
soon be back where we started from.” 

President Coolidge’s veto message presents the 
whole case of this form of farm relief with remark- 
able clarity. He based his veto on the impregnable 
height that the proposed law ran contrary to all agri- 
cultural experience and common prudence. 

“It (the bill) says in effect that all the agricultural 
scientists and all the thinking farmers of the last fifty 
vears are wrong,” he wrote. “That what we ought to 
do is not to encourage diversified agriculture, but in- 
stead put a premium on one-crop farming. 

“The measure discriminates definitely against prod- 
ucts which make up what has been universally consid- 
ered a program of safe farming. * * 

“The bill singles out a few products chiefly sec- 
tional, and proposes to raise the prices of those regard- 
less of the fact that thousands of other farmers would 
be directly penalized.” 

Whatever degree of disappointment that the advo- 
cates of the plan now feel over the failure it probably 
is less than would be experienced in contemplation of 
the confusion, loss and bitterness that would have fol- 
lowed the operation of the plan. 

Real relief for farming could not possibly come 
along that road, and even for farming itself there 
should be a sense of relief that the futile discussion 
has ended. 


Opportunity for National Banks 


HE McFadden Bill which President Coolidge 
signed on Feb. 25 offers some fine business oppor- 


tunities for national banks. In the development of 
these opportunities carefully thought out and persis- 
tently followed advertising should be a decided help. 
The public should be informed, in the bank’s own 
language of the enlargement of powers, and the greater 
sphere of usefulness which Congress has conferred and 
the public should be allowed no opportunity to forget. 

If the nationals, heretofore under the disadvantage 
of legal limitations in the rendering of some forms of 
service, should now become aggressive in the improve- 
ment of their opportunities, this need not be construed 
as an effort to take away business from competitors 
operating under state charters. 

There is so much latent business in most communi- 


ties that the development of new business by one bank 
is likely to be an actual influence in turning up busi- 
ness for its competitors. 

An aid to understanding the advertising possibili- 
ties will be found in the analysis of the law by Thomas 
B. Paton, General Counsel of the Association, which 


appears in this issue of the JOURNAL. 


Advertising’s Next Big Job 


HAT is advertising’s next*big job? Banking 
is interested in the answer. 

On a large scale, advertising is a big factor, some- 
times practically the whole force in marketing the 
multitudinous articles coming under the general term, 
merchandise, but besides marketing merchandise and 
money, securities, service and all the other offerings 
familiar to everyone, the limit of advertising has not 
been reached, for anything as efficient and as powerful 
as this force logically must extend its field of useful- 
ness. In addition to what it is now accomplishing as a 
matter of course, advertising should gear itself to 
something additional which will count in the develop- 
ment of men and in the making of contentment. What 
is there that the world needs that advertising might 
be used to develop? 

There is much justifiable satisfaction over the accom- 
plishments of advertising, but it must be remembered 
that most American advertising victories have been 
achieved at home. How effective can American adver- 
tising be made if it attempts a real invasion of foreign 
countries? Is the art ingenious enough to raise the 
standards of living in other countries as it has in this? 

What splendid profits for Americans with goods to 
sell if advertising can go into other nations and, on a 
scale comparable with its achievements at home, raise 
the standard of living for others. 

An interesting suggestion was given in an address 
made some time ago by Otto H. Kahn, the banker, 
when in discussing the attitude of Europeans toward 
us, he said: 

“We must admit that for a nation in which adver- 
tising has been developed into a fine art, we have shown 
singular ineptitude (especially our governmental 
agencies) to ‘sell’ our mentality and psychology, to 
explain ourselves and our point of view to European 
public opinion. A thick mist of lack of understanding 
of our motives and our ways of thinking and feeling 
hangs between Europe and ourselves.” 

We wonder if advertising has not neglected an 
opportunity, and is not, with all its wonderful skill 
and development, suffering from a species of provincial- 
ism. 

Always America wants more and more markets 
When a market is wanted for something here in 
America, advertising and merchandising methods 
create it, but the same enterprise does not attend the 
development of markets in foreign countries. 

More extensive studies, new skill, extra knowledge 
of customs, and possibilities would have to be em- 
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ployed, in developing foreign fields but after all, these 
things are merely incidents. Advertising may have a 
bigger field abroad and the possibility of greater vic- 
tories abroad than it has ever achieved here at home, 
and the future of American advertising may still hold 
possibilities undreamed of. 


A Parallel of Investment Conditions 


46Q\V EVERAL times in the history of the world has 

a congestion of capital in the older countries 
been relieved by advancing it to the undeveloped coun- 
tries. The period from 1815 to 1845 was one in which 
this pressure of surplus capital was felt with great 
intensity in England,” says The Principles of Money 
and Banking by Conant. ‘The economists, who had 
been saying with Malthus that the country was suffer- 
ing from over-population, began to complain of over- 
accumulation of capital as well. It was pointed out 
that this accumulation was lowering the rate of profit 
on investments by the intensity of competition caused 
among investors and was leading to reckless specula- 
tion and financial crises. Hence Englishmen eagerly 
accepted foreign investments, and it was estimated 
that they held, by 1840 $200,000,000 in American 
securities. In later times Noyes has vividly set forth 
the eagerness with which Great Britain was engaged, 
from 1886 to 1890, ‘in developing the resources of young 
foreign communities, taking securities in payment.’ 
During the five months from February to August, 1890, 
£100,000,000 in new securities were brought out on 
the London market. Only by some such. process as 
this could the great and rapid development have 
occurred which has taken place west of the Mississippi, 
in Australia, in Japan, and in South Africa within the 
memory of men still young.” 

How like the conditions of today are those which 
are rehearsed in the above paragraph, with this differ- 
ence that now it is the most vigorous of those “young 
foreign communities” that is nourishing the older 
countries with its supplies of credit. What England, 
Holland, Switzerland, and in lesser degree, Germany, 
France and the Scandinavian countries did for the 
United States between 1870 and 1910 in financing 
American industry and transportation, we are in much 
greater degree now doing. And the New York mar- 
ket has succeeded London in its financial primacy with 
$600,000,000 of new securities in one month—January, 
1927—compared with $500,000,000 in five months in 
the English market in 1890. 


It Is the Same France 


HE France which has stabilized her currency 

after it had collapsed, balanced her budget when 
it had seemed to be permanently unbalanceable, col- 
lected taxes by milliards alleged to be uncollectable, 
met her national maturities and interest when due, 
sent gold to the United States when all thought she 
was hoarding gold, refused to accept the terms of 
financial peace with the United States and found 
willing lenders in Holland and Switzerland of capital 
for her industries and railways, is the same France 
that stood with her back to the wall at Verdun and 
said “They shall not pass.” 

The credit of France was in as great danger in 
July, 1926 with the franc under two cents as had the 
nation been ten years before from political disaster. 
The franc seemed to be going the same way as the 


ruble and the mark. There was fear that the autumn 
maturities of internal debt could not be met. M. 
Poincare, however, proved himself as great a general 
of finance as Foch had of armies. Very gradually 
and step by step he brought up the price of the franc 
to two cents, then two and one-half, then three, with- 
out causing much disturbance in prices of commodi- 
ties or producing serious unemployment. From three 
cents to four cents the rise was rapid and the market 
out of hand and acute reactions developing in conse- 
quence. But while there was and still is concern in 
France over the effect on internal trade of the advance 
in the franc abroad the benefit has been pronounced. 
Coincident with it, the balance of foreign trade for the 
year has been more favorable and the traffic return 
of the private and state owned railways have improved. 
Above all, however, has been the rebirth of confidence 
of the foreign investor in France’s ability to pay what 
she owes and to reestablish herself among the strong 
credit nations of the world. 

The United States has made a very large investment 
in France in the past five years. She has loaned 
through her investors hundreds of millions to the 
French Government, to her railways, steamship lines, 
iron and steel companies, cities, departments, and pub- 
lic utilities. Last July this investment looked precari- 
ous. In February the American public had become 
infatuated with French securities. Twelve representa- 
tive French bonds had then risen to an average of 102 
compared with an average of 84 last summer and 
spring. This has meant an appreciation of over $50,- 
000,000 in the market value of the French issues listed 
in the New York market, exclusive of franc bonds. 
The prediction is freely made that, in common with 
many other foreign issues, French dollar obligations 
which were obtainable eight months ago on an 8% 
per cent income basis will within a comparatively short 
time be selling on a 6 per cent basis. 

It is a dangerous thing to sell short a country of 
such high ideals and such vitality as France. 


Bank Failures in 1926 


URING 1926 there were 946 bank suspensions 
in the United States as against 612 in 1925 and 
777 in 1924. 

Thirty-five of these suspensions were state banks 
which were members of the Federal Reserve System; 
126 were national banks and consequently were also 
members of the Federal Reserve System, and 785 were 
non-member banks. 

Classified according to the population of the towns 
and cities in which these suspended banks were located, 
we find that in places of less than 500 population, there 
were the largest number—367 suspensions ; 500 to 999 
population, 201 suspensions ; 1000 to 1499 population, 
114 suspensions ; 1500 to 2499 population, eighty-seven 
suspensions ; 2500 population and over, 177 suspensions. 

The average capital of these 946 banks that sus- 
pended, was about $34,000. 


Two Farms 


N the official statement of a good bank in the South- 
west there appears under the heading of resources 
this item, “Other real estate (2 farms) . . . .02.” This 
looks like a formal and dignified revival of the erst- 
while popular threat, “For two cents I’d throw the 
durned things away!” 
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The First American Mint 


(The Journal Cover) 


as earning, and saving and 

amassing capital is termed in 
our free and easy manner but not 
every man may makecurrency. That 
is a particular job for picked men 
who work under the sovereign au- 
thority of the government. 

In these days the making of money 
is a long and serious process—an art 
employing many sciences and many 
machines. It is a privilege which 
none but the government may exer- 
cise, and the government jealously 
and vigilantly guards its privilege, 
hunting down with pitiless persist- 
ence any private individual or group 
transgressing against the laws safe- 
guarding the manufacture of coins 
and bills. 

So intricate is the process of mak- 
ing money that is good to look upon, 
and difficult to counterfeit, that some 
important nations actually have 
quantities of their coins made for 
them by the United States govern- 
ment which commissions are under- 
taken as an act of good will and 
friendliness. We are able to do that 
because we have the equipment, and 
the men skilled in their work—men 
not merely money honest but taking 
an honest pride in the quality of 
their craftsmanship. 


one may “make’’ money 


UT we did not arrive overnight 
by a royal road, at this eminence 


in manufacturing currency, any 
more than we arrived at the stage 
where we make millionaires almost 
by mass production methods. Ex- 
perience has been accumulated over 
a long period of years and during 
the history of our minting we have 
in this, as in everything else, drawn 
on the experience and the skill of 
older nations. 

The beginning of minting in 
America, like the beginning of every- 
thing else in America was crude and 


simple. If our currency require- 
ments were limited, so, indeed, were 
the means by which the needed cur- 
rency could be produced. 

Back in the year of our Lord 1652, 
the people of the Colony of Mass- 
achusetts felt the need of currency of 
their own as a medium of exchange 
and the only way by which they 
could meet the need was to manufac- 
ture that currency—a difficult thing 
to do in a colony at any time, but 
especially difficult in a colony before 
the age of machinery; and, moreover, 
a hazardous enterprise in the age 
when English Kings often had con- 
fused ideas as to rights and wrongs, 
though in all of the confusion there 
was a strong set toward the King be- 
ing always right and the subject being 
always wrong, because the authority 
to coin money in the colonies seems 
to have been in doubt. 


OWEVER the need was present 

and the King was not and so 

the Colonial authority appointed a 

Mint Master—his name was Hull, 

ordered the erection of a mint in Bos- 

ton, 16 feet square and 10 feet high, 

and soon had money coming out to 
expedite the business of exchange. 

Being most concerned with their 
then present needs and perhaps not 
thinking at all about the prying curi- 
osity of posterity, the Colonists left 
scanty records of the establishment 
and operation of the first mint in 
America, and even of those records 
left, it has been observed that besides 
the omission of vital points the rec- 
ords were and are—by reason of 
writing in but not crossing out—in 
a contradictory condition. 

So it comes about that the painting 
by Walter de Maris from which this 
month’s cover of the Journal is made 
necessarily is the artist’s conception 
of that first mint based on such 
meagre records as time has left. 
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Maturities to Suit 
Widely Varied Needs 


I" IS obvious that there are advantages to a bank, as 
to other investors, in a close connection with an es- 
tablished investment house. A connection of this type 
is particularly useful when the investment house offers 
a list of securities broad enough to meet most of the 
bankers’ outside investment needs. 


The offerings of A. G. Becker & Co. include bonds, 
short term notes and commercial paper, thus embrac- 
ing investments with maturities of from 3 months to 
50 years, and more. The bonds and short-term notes on 
our list are the carefully selected obligations of rail- 
road, public utility and industrial corporations of strong 


credit and of domestic and foreign municipalities. 
Commercial paper offerings include the names of some 
of the leading industrial concerns in the country, with 
whose financing we have been identified for many years. 


It has been our privilege to serve several thousand 
banks during the past 33 years. We welcome the oppor- 
tunity of placing this extensive experience and the facil- 
ities of this national organization at your disposal. We 
are always glad to supply credit and investment in- 
formation and analyses, or to submit offerings to meet 
specific investment requirements. 


A. G. Becker & Co. 


137 South La Salle Street, Chicago 


NEW YORK ST. LOUIS MILWAUKEE MINNEAPOLIS 
SAN FRANCISCO SEATTL& PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 


When writing to advertisers please mention the American Bankers Association Journal 
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Have Added Millions to Their 


Annual Incomes 


By DALE GRAHAM 


Advertising Manager Mississippi Valley Trust Company, St. Louis 
Chairman Committee on Analysis and Service Charge, Missouri Bankers Association 


Through the Imposition of the Service Charge It Is Estimated 
2000 Banks Have Added Approximately $6,000,000 to 
Their Incomes. Cities Making a Charge Grouped According to 
Fee. Will the Charge on Small Accounts Become Universal? 


NE day, a good while ago, a 

banker went back to the book- 

keeping department to look up an 

account. I don’t know whether 
he found it or not, but he did find a good 
many others. Probably he forgot about the 
account he was seeking, because the bal- 
ances on the others he saw while thumbing 
through the ledger were indeed mighty in- 
teresting. 

Page after page he turned, 
figures carefully. There they were: $32.67, 
$18.28, $62.11, $2.09, $43.30, and almost 
every other combination. Occasionally, one 
would flip up with a red balance of $6.89, 
or $9.68, or something else in the same 
neighborhood. Red ink made him frown. 
Red ink on ledger sheets usually makes a 
banker frown. 

Well, he kept on turning through more 
of the same thing. When he unexpectedly 
uncovered a page showing a balance of $500 
or more, he stared as if amazed that a cus- 
tomer should carry such a large sum. 

As I said, I don’t know whether he found 
the account he was looking for or not, but 
he did find out about the mass of accounts 
that ran less than $100—yes, even less than 
$50. 

Well, the bookkeepers had to cancel their 
dates that night and stay at their desks, for 
the boss sent back word that he wanted a 
list made of the balances of all accounts—a 
list showing how many were under $50. 
under $100, and a lot of other foolish sta- 
tistics. At least, the idea seemed foolish to 
the “bookies.” 


2,238 Accounts Under $200 


HE next morning when the banker got 
to his desk, the information was waiting 
for him. It ran something like this: 


studying the 


Amount 
6,952 
13,960 
25,435 
58,971 
1,017,177 


Number 


Under $25 balance.. 940 $ 
$26 to $50 balance... 441 
$51 to $100 balance.. 449 
$101 to $200 balance.. 408 
Over $200 balance.. 983 


3,221 


$1,122,495 


The banker picked up a pencil and did 


some figuring. Why, 2,238 of his 3,221 ac- 
counts were under $200! Almost 70 per 
cent! And let’s see—how much do those 
2,238 accounts amount to in money—$105,- 


| 


318 out of a total of $1,122,495! 
10 per cent! 

Then he did a lot of thinking. Those 
very accounts that kept little money were 
the ones that were using up all the check 
books, deposit slips, ledger sheets and the 
like. The small customers were the ones 
that caused the tellers the most work, over- 
drew the oftenest, and created the most 
trouble in general. And the bank was un- 
questionably losing money on them! 

He started to grab his hat and rush across 
the street to one of his competitors, but 
stopped short. No. Why should he let the 
other bank know how bad his accounts 
were? Never! So the matter was dismissed 
from his mind. And for a year or so he 
did nothing more about it. 

Finally the banker got to thinking it over. 
By George, he would go across the street 
and show his figures to the competitor! 
What if he did give him the laugh? 

The banker across the street was inter- 
ested. He wondered how his own accounts 
would stack up by comparison. He decided 
to find out. So some more bookkeepers had 
to cancel their dates and stay down at 
the office that night. The next morning 
the figures were on the boss’s desk. Would 
you believe it? The competitor had even 
a greater proportion of small unprofitable 
accounts ! 

That afternoon they held a meeting and 
called in the other bankers of the town. 
Everyone agreed to make an analysis of 
his ledger and report at a later session. 
Just as was expected, each one reported that 
the most of his accounts were under $100, 
and that three-fourths of them amounted 
in the aggregate to less than a tenth of his 
deposits. 


The Bankers Got Together 


O the bankers got together and finally 
decided upon a service charge for small 
accounts. Much fear was expressed as to 


440 


Less than 


whether it would work, but these brave men 
decided to try it. 

Strange to say, it did work. The people 
with the small balances saw the justice of 
it. The income of the banks was increased 
to take care of the expense of handling 
such accounts, 

At the next bankers’ convention the bank- 
ers told about their plan. Others thought 
it was a good idea. By and by others tried 
it. It became an established fact that the 
service charge would work. 

Eventually hundreds of them tried it and 
“lived happily ever afterward.” 

Well dear reader, this story is like the 
bonds we offer our customers. “Statements 
herein contained, while not guaranteed, are 
based upon information from official and 
other sources which we consider reliable.” 
I never knew the bankers I’ve been talk- 
ing about, yet I am sure they existed. I 
am sure there are hundreds of bankers to- 
day who have obtained the facts about their 
small accounts, but have been afraid to do 
anything about them. Some day they will. 

And as for the figures, they are “from 
official sources.” These averages come from 
a survey made by a committee of the IIli- 
nois Bankers Association last year, and are 
based upon questionnaires sent nearly 400 
banks in that state. Both city and country 
banks were represented, which means that 
the country banks are even in worse shape 
as regards small accounts than the schedule 
shows, because the city banks had more 
large accounts to bring up the average. 

As to how the bankers got together and 
decided upon a service charge, I do not 
know whether my description is accurate. 
Yet it has been only a few years since the 
pioneers of the service charge movement did 
just that thing in principle—forgot the old 
idea of keeping figures regarding their ac- 
counts a secret; forgot the idea of taking 
accounts from each other; decided to co- 
operate for their own welfare. They put 
on a service charge, and it worked! 

Thanks to the banker who first noticed 
his small accounts and analyzed them; 
thanks to the group that decided to get to- 
gether and do something about it, the ser- 
vice charge movement has now spread over 
the United States until fully 2000 banks are 
operating under the plan. This means ap- 
proximately $6,000,000 in additional annual 
income! Not only in the cities is the charge 

(Continued on page 681) 
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q How many checks does your bank write monthly? . . . How 
many employees are assigned to this task? . . . How long does it 
take them to do the work? 


Get the answers to these questions, and with them in front of you, consider these facts about 


The New Todd 
Super-Speed Protectograph 


A REASONABLY experienced operator can 
write the amount line on checks at the 
rate of 1200 to 1500 an hour. Such speed 
often makes it possible to assign your 
check-writing problem to one employee 
instead of taking the time of several. 

The Todd Super-Speed takes up little 
room whether used on a desk or equipped 
with compact all-metal stand. Valuable 
space is saved. 

Its mechanical simplicity permits any 
employee to become proficient on it at 
short notice. Checks can be fed in singly 
or in sheets of six. The machine writes 
like an adding machine. Press a key and 


it repeats any amount automatically. If en 
. an error is made, the machine can be 
i instantly cleared before the imprint. Re- 
” inking is seldom required, but when 
3 necessary the ink rollers can be changed 
I speedily—without fuss or muss. 
‘ These are time and money saving fea- 
é tures that you cannot afford to pass by 
I without investigating. And remember 
. that The Todd Company, in presenting 
n the Super-Speed to the banking world, 
i- assumes a full responsibility for its flaw- 
e less performance. The years spent in 
0) designing it, improving it and perfecting 
y it indicate our insistence that the Super- 
“ Speed be worthy of the name Todd in 
every respect. 
-e At your convenience a Todd expert 

will show you the Super-Speed. Wire, 
id write or mail the coupon. The Todd 
ot Company, Protectograph Division. (Est. , . 
e. 1899.) Rochester, N. Y. Sole mekers The Todd Super-S peed’s Ten Points of Excellence 
d | the Protectograph, im Dt aaa 1 Writes 1200 to 1500 checks quick and clean operation. 
id Checks and Super-Safety Checks. an heer. 6 Repeats amounts auto- 
rs 2 Operates like an adding matically. 
: 3-27 machine. 7 Can be instantly cleared 
at THE TODD COMPANY, Protectograph Division 3 Protects amount line from for corrections. 

1176 University Ave., Rochester, N. Y. d tist 
y Gentlemen: Please send me the. facts about the 8 Takes checks singly or in 

od New Todd Super-Speed Protectograph. 4 Shreds words and figures sheets of six. 
Hs Name of bank into fiber of paper in large, 9 Covered by the Todd guar- 
re Name of officer clear type. antee. 
5 Simplifies re-inking to a Sturdy all-metal stand. 
al 
ge 


TODD SYSTEM OF CHECK PROTECTION 
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Pocket Vaults 
whereby your Depositors’' Money 


is made Safe and Serviceable 


7 every day use 


NE of the most human and helpful services a bank may give 

to its depositors today is that wise and sincere interest in 

the safety of the money they carry about with them in their 
pockets for everyday use. 


Within bank walls, of course, deposits are safely guarded—bronze doors, steel 
vaults, time locks and all the other mechanical and human devices. 


While out on the street —in the crowds, away from lock and key, beyond the 
“dead lines” of city police, automobiling or travelling— equal protection is given 
to the circulating money of a bank’s depositors through the use of 


American Express Travelers Cheques 


For 36 years banks have advised their depositors to carry American Express 
Travelers Cheques in travelling—at home or abroad. 


Now, in the growing need for safe personal money for everyday use at home, 
the progressive banks of the country are simply putting American Express 
Travelers Cheques to a new and most practical service. 


The rightness of this service, and the extent to which it is growing in popular 
acceptance, is shown in the enormous increase in the past year in the sale of 
American Express Travelers Cheques for use at home. 


In addition to their safe-money value, users of these Cheques recognize the 
fact that they are seldom out of touch of the helpful, personal service of the 
American Express Company. 27,000 Express agents all over the country 
and in Canada are at their command. 


To these Express agents stolen or lost Cheques may be reported and the 
machinery put in motion for prompt relief. In hundreds of other ways these 
Express agents carry on that personal service work of the American Express 
Company, so long and so well known to travelers abroad as the ‘ Helpful 
Hand of a Great Service’’. 


American Express Co. 
6§ Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 
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Small Banks Now May Do More 
Financing of Staple Crops 


By CHARLES S. MCCAIN 


Vice President, National Park Bank, New York City 


Revision of Section 5200 by the McFadden Bill Provides 


Farmers With Better Credit Facilities. 


Banks May Lend 


Up to Half of Invested Capital to One Borrower When Loan 
Staple With Graduated Margin of Collateral. 


Is Secured by 


HE financing of our great staple 
crops promises to be done to a 
greater extent by the local banks in 
the cotton states and in the grain 
belt as the result of one of the liberalizing 
provisions in the McFadden bill, which has 
now become a part of our banking law. 
In making a revision of Section 5200 of 
the Revised Statutes—that well-known sec- 
tion which lays down the basic principle 
that no bank can lend more than one-tenth 
of its capital and surplus to a single bor- 
rower and lists the exceptions to this limita- 
tion—Congress granted a measure of farm 


relief because it empowers national banks to 


lend twice as mucli as they had previously 
been permitted to advance when the loan is 
secured by non-perishable and readily mar- 
ketable farm commodities and when the 
value of the collateral pledged is consider- 
ably greater than the amount loaned. 

The benefit of this amendment will also 
extend to the state banks that are members 
of the Federal Reserve System, because 
they can rediscount loans made in accord- 
ance with these more liberal provisions. 
In my opinion the amendment of this sec- 
tion unquestionably will lead to greater use 
of the Reserve banks’ facilities and be of 
real benefit to the great agricultural sec- 
tions through the ability of the local banks 
to finance adequately a larger proportion of 
our great staple crops at a low rate, which 
will naturally result in a better market and 
a better price, as it will encourage small 
buyers, thus enlarging competition. 


The Revised Section 


EFORE Section 5200 was recently re- 
vised, a national bank was limited in 
lending on staple, ready marketable agricul- 
tural commodities to 10 per cent of its capi- 
tal and surplus, plus an additional 15 per 
cent where the value of the commodities 
was 115 per cent of the amount of the loan, 
and provided that the additional 15 per cent 
did not run for a longer period than six 
months. 
Under the amendment of the section, as 
provided by the McFadden bill, a national 
bank can now lend as follows on such com- 
modities : 


of its and surplus 


with margin of 15% 
with margin of 2 
with margin 

with margin 

with margin 

with margin of 40% 


additiona 

additional 
additional 
additional 
additional 
additional 


While the amount which a state bank, 
member of the Federal Reserve System, 
can lend on such products is fixed by the 
state law under which a bank is chartered, 
still under the provision of the Federal Re- 
serve Act no paper of such a member state 
bank can be rediscounted with the Federal 
Reserve bank, which does not comply with 
the provision of Section 5200 applying to 
national banks. 


Primary Financing of Farm 
Products in Country 


HE change wrought by the McFadden 

bill is a great help to banks financing 
staple agricultural products. The limitation 
of this section previously applying to such 
loans resulted in the Federal Reserve bank 
furnishing very little direct help in financ- 
ing the primary marketing and sale of such 
products. 

The primary financing of agricultural 
commodities naturally takes place in com- 
munities with banks of comparatively small 
capital and surplus. 

Both grain and cotton, which are the two 
largest of such commodities involved, are 
first sold by the producer to a local buyer 
in the town nearest where the product is 
raised. It then becomes necessary for the 
buyer to finance his purchases in an amount, 
which has made the limitation on loans un- 
der this section quite important. 

The individual growers, being larger in 
number, rarely needed an amount in excess 
of the limit of the bank with which they 
did business; but ‘when their products are 
sold there is a concentration of values which 
immediately makes the loan demand ap- 
proach a point where the limit imposed by 
this section becomes important both to the 
buver and the bank. 

The grain having been put in an elevator 
and the cotton in a warehouse, a negotiable 
receipt is issued which the buyer offers to 
his bank as collateral for his loan. The 
bank is glad to have such a loan as it is on 
a secured basis, runs for a short time and 
is self-liquidating. The loan itself is 
primarily made on the commodity and only 
secondarily on the responsibility of the bor- 
rower, except so far as his integrity and 
his ability to handle his business are taken 
into consideration. 

Many states in their laws have recog- 
nized that the same limitation should 
not apply on loans based on staple agricul- 
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tural commodities as applied on_ strictly 
commercial and business loans; but when 
state banks become members of the Federal 
Reserve System—while they can continue 
to make loans in accordance with the limita- 
tion of the State Bank Act under which 
they are chartered—they cannot rediscount 
the paper of any such borrower, unless it 
conforms with the limitation imposed by 
the National Bank Act; so, as far as using 
the Federal Reserve Bank to assist in financ- 
ing the marketing of a staple crop, a state 
bank is in the same position as a national 
bank. 

A buyer to finance even a small part of 
such a commodity must ordinarily have a 
line of credit which will exceed 25 per cent 
of the capital and surplus of the average 
bank serving the community where these 
products are grown. For instance, with 
cotton at the present price, a bale is worth 
approximately $70. It is nothing unusual 
in a community of 1000 or 1500 people, 
during the crop moving season, for a local 
buyer to purchase 200 to 300 bales of cotton 
per day, which it is necessary to do, in 
order to take care of the cotton receipts in 
that community. This would mean from 
$14,000 to $21,000 for his purchases daily. 
While he may sell this the same day, the 
actual time in getting the cotton ready for 
shipment and procuring bills of lading takes 
from four to five days and during the 
height of the selling period when the ware- 
houses are congested, an even longer time, 
so that the’ buyer quickly accumulates from 
200 to 1000 bales of cotton which are worth 
from $14,000 to $70,000. 

A good sized bank in such a community 
would be one with $75,000 capital and sur- 
plus, so that with even a loan on 300 bales 
of cotton, the loan would be in excess of 
the 25 per cent limit of capital and surplus. 
As a matter of fact, many of the banks 
financing the initial movement of cotton and 
grain are even smaller. 


In Cotton Centers 


N the larger centers such as Montgomery, 
Ala.; Little Rock, Ark.; Paris and 
Greenville, Tex.; Jackson, Miss., and similar 
towns in the cotton belt where the capital 
and surplus of banks will average around 
$500,000, the amount of the loan required 
by the buyer must run larger because the 
cotton has again been concentrated in larger 
(Continued on page 678) 
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National Banks’ Real Estate Loans 


By A. F. DAWSON 


President, First National Bank, Davenport, Iowa 


The Practical Effects of This Feature of McFadden Bill. 
To Thousands of Banks in the Smaller Cities and Towns It 
Will Open Up New Opportunities for Service and Make 
Investment of More Funds at Home. 


Possible the 


HE new amendment to the _ na- 
tional bank law with respect to 
real estate loans, which Congress 
has been considering for the past 
four years, takes the form of an amend- 
ment to Section 24 of the Federal Reserve 
Act and grants to national banks the 
privilege of making loans secured by first 
liens upon improved real estate, whether 
farm land or town property. The property 
must be situated within its Federal Reserve 
District or within one hundred miles of 
the bank. The amount of any such loan 
should not exceed 50 per cent of the actual 
value of the real estate, and no such loan 
should be made for a longer term than five 
years. The aggregate amount of such loans 
is limited to a sum equal to one-fourth of 
the capital and surplus of the bank, or to 
one-half of its savings deposits, and sub- 
ject to the general limitations contained in 
Section 5200 of the Revised Statutes. 

In considering the practical effects of this 
provision authorizing five-year real estate 
mortgage loans, it should be borne in mind 
that the character of national banks has 
undergone a* profound change during the 
past fifteen or twenty years. Originally 
established as strictly commercial banks, 
Congress has from time to time by legisla- 
tion enlarged the field of service for na- 
tional banks. In amending the law, it has 
pursued a progressive policy that would en- 
able banks in the national system to meet 
the modern requirements for banking ser- 
vice. It has broadened the powers so as 
to give each bank an opportunity to sup- 
ply a complete financial and fiduciary ser- 
vice to the people of the community in 
which it operates. 


12,000,000 Savings Depositors 


HE first step in this policy was taken 

in 1910, when national banks were au- 
thorized to accept savings deposits. Now 
more than 6000 such banks maintain sav- 
ings departments, with nearly twelve mil- 
lion depositors, and five billion dollars of 
deposits. 

As a corollary to this, three years later 
the privilege was granted of making first- 
mortgage loans on improved farm lands for 
a period of five years. A few years later 
this was extended to similar loans on im- 
proved city real estate, such loans not to be 
made for a longer time than one year. 

Next they were authorized to conduct a 
trust department, with all the powers to 
act as completly in trust and fiduciary mat- 
ters as any trust company operating in 
the same state. The latest extension of 


Safe 


An Opening 


ad | T seems certain that the 

modification of the law 
extending the time _ for 
which loans on city real 
estate may be made to a 
period of five years will 
open up to thousands of the 
national banks a field of 
business that will be safe 
and profitable. It should 
enable them to build up 
their banks by this new 
accommodation to custom- 
ers and it should have a 
wholesome effect on the 
growth of the community, 
because there is a natural 
relation between savings 
deposits and home build- 


service is the recognition of the investment 
security business, and a proper regulation 
of it in national banks by the Comptroller 
of the Currency. 

A proper definition of a national bank 
today would be, an institution to accept 
commercial and savings deposits, extend 
commercial credit, make loans best suited 
to savings funds, act in trust capacities, 
and deal in sound investment securities. 

With this change in the fundamental char- 
acter of the banks has come also a great 
change in the character of their assets, 
their deposits, and the method of conduct- 
ing the business of the institution within 
sound and conservative lines. Under the 
old order of things, most of the deposits 
were demand deposits, and therefore assets 
must be kept liquid. Now, 35 per cent of 
the deposits in all national banks are time 
deposits, while in the so-called country 
banks (banks outside of reserve cities) they 
reach 45 per cent. Then each individual 
bank for its own safety was obliged to 
rely upon itself to meet an emergency or 
an unusual situation. The establishment of 
the Federal Reserve System changed all 
this, by providing a broad rediscount mar- 
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ket, thus making instantly liquid all the 
promissory notes in the bank’s files that con- 
formed to the standard of eligibility for 
rediscount. 

The banks in the larger cities may not 
be particularly interested in the provision 
relating to real estate loans because in the 
metropolitan sections banking is so special- 
ized that there are separate banking corpor- 
ations which handle a large percentage of 
such loans and sell them td the public in 
the form of real estate bonds. Of the 8000 
banks in the system, only a few hundred 
are located in the great centers. 


New Opportunities for Service 


O those thousands of national banks 

throughout the United States in the 
smaller cities and towns, this provision will 
open new opportunities for service to their 
clients and an enlarged field for desirable 
local investment of bank funds. 

The changes of the past ten years have 
brought a real problem to thousands of 
banks in the smaller cities and towns in 
the matter of profitable employment of their 
deposits. In the Middle West, where finan- 
cial conditions have perhaps been less favor- 
able than in other parts of the country 
during the past few years, many banks have 
difficulty in employing their funds in a safe 
and comfortable way. 

The situation is reflected in a letter from 
a bank cashier in an Iowa town of 6500. 
His bank has $100,000 capital and about 
$1,500,000 of deposits. He says: 


“We have time and savings deposits of more 
than a million dollars, and, therefore, are quite 
safe in entering the real estate mortgage field. 
Our local demand for money is never sufficient 
for our needs, so we are anxious to get good real 
estate loans. At present we have over $700,000 
invested in bonds in order to take up the slack; 
besides this we have $95,000 in call loans.” 

It is undoubtedly a wise policy for every 
bank, large or small, to have a good sec- 
ondary reserve of readily marketable bonds, 
so that if by any chance they should need 
greater accommodations than they are en- 
titled to with the Federal Reserve bank, 
they would have a proper amount of liquid 
assets. No banker will contend that this 
so-called secondary reserve need be 140 
per cent of his demand deposits, as in the 
above case. 

The purchase of bonds by a country 
banker is a source of considerable anxiety. 
He must rely upon the representations of 
the seller'as to their safety and marketabili- 
ty. In most cases he must accept a con- 
siderably lower yield than he would obtain 
on a sound and well-selected local loan, thus 
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Conservative Traditions in Modern Banking 


In the Illinois Merchants Trust 
Company, the traditions of a half 
century of conservative banking 
stand back of each transaction. 
With its large financial re- 
sources, its highly developed and 
specialized facilities and organi- 
zation, its intimate business and 
governmental contacts at home 


and abroad, this institution is 
today one of this country’s lead- 
ing banks—a logical choice for 
banks or commercial concerns 
establishing a Chicago banking 
connection. Personal attention to 
inquiries concerning our special- 
ized services will gladly be given 
by our officers. 


ILLINOIS MERCHANTS TRUST COMPANY 


Capital & Surplus 45) Million Dollars 


JACKSON, 


CLARK AND QUINCY STREETS 


When writing to advertisers please mention the American Bankers Association Journal 
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Prescribe Modern 
Farm Methods 


HE continued use of old and out-of-date equipment is costing the 
farmers of the United States millions of dollars annually. Many 
farmers are paying, over and over again, for improved ae 
ment they do not own. The United States Department of Agriculture 


says that over-repaired, inefficient machines and implements are 
losing their owners more than the cost of new tools, through scant 
yield and loss of labor and time in preparing seed beds, planting, 
cultivating, and harvesting the crops. 


Costly labor charges eat most deeply into farming profit and pros- 
perity, and here the recognized remedy is tractor power and broad- 
scale tractor-operated drawbar and belt machines. 


A report of the U. S. Department of Agriculture covering 684 
average farms shows that 66 days of man labor are saved in a year’s 
time, per farm, by the use of the tractor. Such savings are possible 
because the tractor speeds up every farming activity. It provides a 
two-sided power available for both drawbar and belt machines. 
It starts with plowing, goes through seed-bed preparation, seeding, 
haying, grain and corn harvesting, threshing, silo filling, shredding, 
hay baling, etc., and continues into winter belt work. 


The farmer must learn what every successful manufacturer has 
long ago learned, that the value of a piece of equipment should be 
measured never by its price but by what it will do for him—by 
what it will earn, and save, and make. It is the mission of the farm 
equipment dealer to convert his customers to this sound philosophy. 
It may well be the mission of the banker to work in the same direc- 
tion so that production costs may be lowered, profits be increased, 
and the prosperity of the community be continuously served. 


Wahoo, Neb.—A scene at the Nebraska State Corn Husker Contest last winter. 
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Modern Farm Machines 
Work Such Wonders 


as These: 


A tractor and 2 or 3-bottom plow will 
plow 8 to 12 acres a day as against 3 
acres for a3-horse team. 


Three horses on a two-row cultivator 
will do 90 per cent more than two horses 
on a one-row cultivator, saving $50 in 
labor in four cultivations of 40 acres. 


A spike-tooth harrow section attached to 
one side of the tractor plow to catch the 
furrow crowns will save 50 cents per 
acre on harrowing expense. 


A mechanical corn picker picks, husks, 
and delivers into a wagon five times as 
much corn in a day as the hand husker. 


The modern harvester-thresher cuts, 
threshes, and cleans wheat at 7 cents per 
bushel compared with 27 cents a bushel 
for harvesting and threshing in the usual 
way. 


The farmer’s old-time formula was “An 
Acre a Day per Horse.’’ The slogan of 
the average tractor farmer is ‘“Ten Acres 
a Day per Man.” 


A new corn planter will save from 100 to 
200 bushels of corn on 40 acres over an 
old planter which cracks or misses but 
one kernel in 10. 


New cream separators frequently save 
$25 per month over inefficient machines 
they replace. 


Twenty years ago a hay loader saved 
two men in the field, each getting $1.00 a 
day. Today, a better loader saves the 
same men, but each would be earning 
$3.00 a day. 


The Illinois farm worker uses $€00 worth 
of farm equipment compared with $115 
worth used by the North Carolina farm 
worker. The Illinois man cultivates 53 
acres compared with 12 tor the N. C 
man and has an income correspondingly 
larger. 


The McCormick-Deering 


Corn Picker and Tractor outfit was a center of attraction and it ought to be. The champion hand husker 
did twice the work of the average man and the mechanical picker did three times as much as the champion! 


of America 


(Incorporated) 


606 So. Michigan Ave. 


| INTERNATIONAL HARVESTER COMPANY 


Chicago, Illinois 
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Profits in the Printing and 
Publishing Business 


By D. RICHARD YOUNG 


The Fifth in a List of Seventeen Industries Whose Annual 


Output Is One Billion Dollars or Over. 
to Over Two and a Quarter Billions. 


Its Product Amounts 
Rated by the Value 


Created It Has First Place, Surpassing 16“Big League” Industries. 


N the rather extensive list of indus- 

tries on which bankers are accustomed 

to keep .well informed, it appears 

strange that one of the most impor- 
tant is seldom referred to. That industry 
is printing and publishing. 

Printing is an ancient profession and an 
honorable one. It has been the training 
school for many of our great men. The list 
of its “graduates” is a long and illustrious 
one, starting perhaps with Benjamin Frank- 
lin and going through the generations of 
Horace Greeley, James Gordon Bennett, 
Joseph Pulitzer, Lyman Abbott, Charles A. 
Dana, and today we find in every part of 
the land and in various professions leaders 
who started their careers in a print shop. 
Bankers not excepted, Frank A. Vanderlip, 
for years head of America’s largest bank, 
was at one time a reporter in Chicago, and 
George E. Roberts, noted economic author- 
ity, once ran a newspaper in Fort Dodge, 
lowa. It will be recalled that the late 
President Warren G. Harding was a printer 
and editor, and did not sell his newspaper 
until after he became President. 


Two Billion Dollar Budget 


F anyone has any doubts as to the size 

of this line, the United States Census 
figures published the last of February will 
be a revelation. The report, which sum- 
marizes the statistics gathered last year 
covering the twelve months ended Dec. 31, 
1925, shows that the output of American 
establishments engaged primarily in print- 
ing and publishing was valued at $2,269,- 
638,230. This compares with $2,021,355,739 
as reported in the previous biennial census 
covering the year 1923, and represents a 
gain of 12.3 per cent. 

For an industry that is so little discussed, 
an output of two billion dollars and upward 
annually would seem to entitle it to a place 
above many of our well-known “billion dol- 
lar industries.” 

The complete reports of the census of 
1925 will not be published for perhaps a 
year and a half from now, so the ‘latest 
volume available for purposes of comparison 
of all lines is that of 1923, which shows 
seventeen industries with products valued 
at $1,000,000,000 and over. In this list the 
printing and publishing business ranks fifth, 
being exceeded only by automobiles, iron 
and steel, meat packing and foundry ma- 
chine shop products. 

The census uses a second method of rank- 


Publishing Profits 


NE of the _ greatest 
American industries, 
and withal one of the most 
important, 1s so busy serv- 
ing the people at large and 
serving other industries that 
it never has paid much at- 
tention to keeping the 
banker informed about it- 
self in the rather precise 
way that is a feature of 
some lines—as for in- 
stance railroads, and steel. 
In the accompanying article 
D. Richard Young gives a 
banker’s view of the indus- 
try which is first among in- 
dustries in the percentage 
of value created. 


ing industries, based on the value added by 
manufacture, which many people regard as 
a much better index of importance. In the 
motor industry, for example, the value 
added by manufacture makes up only 32 
per cent of the value of finished products, 
the rest being cost of materials and parts 
purchased, mill supplies, etc., but not includ- 
ing labor. In printing and publishing, how- 
ever, value created by the industry accounts 
for 73 per cent of finished products. Based 
on this second and, perhaps, fairer meas- 
ure, the printing and publishing business is 
ranked first of all industries in the United 
States, surpassing the sixteen other “big 
league” industries and hundreds of “minor 
league” lines. 

In the advance figures for 1925, the value 
added by manufacture in this industry 
reached the sum of $1,659,579,534, which 
compares with $1,435,420,064 two years be- 
fore, an increase of 15.6 per cent. 

The printing and publishing business 
proper comprises three branches: (1) 
Newspapers and periodicals, (2) book and 
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job, and (3) music. In addition, there are 
a number of closely allied lines, the most 
important of which are bookbinding and 
blank-book making, steel and copper plate 
engraving and plate printing, and _litho- 
graphing, whose statistics are not included 
in the advance figures given above, but 
which will add in excess of another quarter 
billion dollars to the value of products in 
the printing industry considered in its broad 
sense. 

The largest revenue producers are the 
newspapers, which reported an income ag- 
gregating $892,094,122. The average dollar 
of revenue was made up of twenty-five cents 
from subscriptions and sales, and seventy- 
five cents from adyertising. It is interesting 
to note that while total newspaper revenues 
increased 11 per cent in the two years from 
1923 to 1925, subscriptions gained only 3.6 
per cent, while advertising went ahead to 
the extent of 13.9 per cent. Large adver- 
tising expenditures reflect prosperity in gen- 
eral business. The 1926 total was doubtless 
the highest ever achieved. 

The magazine business scored an increase 
double that of newspapers during this period, 
amounting to 22.2 per cent. The magazine 
dollar is made up of thirty-nine cents from 
subscriptions and sales to sixty-one cents 
from advertising, and both of these depart- 
ments increased at about the same rate. 
Total income from the publication of peri- 
odicals in 1925 was $429,516,611. 

In the newspaper and periodical branches 
combined, the number of employees averaged 
117,002—an army larger than the stand- 
ing army of the United States. There were 
10,620 printing establishments in operation. 
The sum of $217,540,967 was paid out in 
wages, and an additional $85,577,570 for 
contract work. Such figures would stagger 
the imagination of Johannes Gutenberg were 
he to return to earth and scan the Ameri- 
can printing situation. 


A Speculative Enterprise 


UE to the fact that newspapers are with 
few exceptions published by individ- 
uals or closely-held corporations, detailed 
figures regarding their earnings are not 
available as in the case of other industries 
that finance themselves through the sale of 
bonds and stocks to the public. The news- 
paper game is highly speculative; those en- 
gaged in it can make or lose a great deal 
of money in a short time, and usually do. 
If a banker attempts to analyze the finan- 
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cial statement of a publication, and calcu- 
late its value as a “going concern,” he will 
find the “good will” item, dependent on 
circulation, to be the all-important factor, 
while the plant and equipment are assets 
of doubtful value. This good will is most 
difficult to appraise accurately, using the 
accepted rules, i. e., capitalization of excess 
earning power over the normal for the 
industry as a whole, for who can say what 
is “normal” for capital invested in a news- 
paper ? 

Moreover, the intangible value is subject 
to constant fluctuation. Circulation may be 
built up rapidly by the addition of a well- 
known editor, sports writer, dramatic or 
music critic, financial analyst, columnist or 
cartoonist. Again, it may be weakened by 
allowing its feature writers to go to com- 
peting papers, by the stand it takes on poli- 
tics and public questions, or by adopting 
drastic changes of policy. One man who 
controls a string of papers in the South 
is authority for the statement that “if a 
metropolitan daily were boycotted (a situ- 
ation very unlikely) it would go broke with- 
in three weeks.” 

Because of these unusual hazards, the 
newspaper field has never been particular- 
ly attractive for investment by outsiders. 
There have been numerous instances where 
capitalists with more money than experi- 
ence have ventured into the field and emerged 
as sadder, wiser and poorer men. Where 
so much depends on close personal direc- 
tion, the owner-publisher would seem to 
have a better chance for success than would 
a body of shareholders acting through a 
board of directors. An added reason for 
close control is the influence on public opin- 
ion wielded by the press, which makes it 
a particularly valuable medium through 
which to plead the cause of particular 
interests. 


Some Leading Newspapers 


F one examines the newspaper field to- 

day, he will observe that it is undergoing 
the same change that is taking place in 
other industries, namely, consolidation and 
chain operation. More and more capital is 
being required to operate a large paper. 
The prosperous newspaper reaches out for 
other publications which can be made to 
thrive by the application of methods that 
have been found successful. The news is 
also becoming standardized, through the use 
of press services and syndicates. Buy a 
paper in Oregon, New Mexico or New 
Jersey and it contains to a considerable 
extent the same news. 

Our gigantic organizations today for news 
gathering and distribution are a far cry 
from the early days of American journal- 
ism. Most people who attended the Sesqui- 
centennial Exposition in Philadelphia last 
summer probably visited the reproduction 
of High Street in 1776, and saw the old 
print shop where Franklin worked on a 
lever press and where the diminutive copies 
of what is now the Philadelphia Public 
Ledger were struck off. If Franklin could 


only see a copy of the New York Times 
any Sunday, with its dozen sections and 
over 200 pages—a bundle that nearly shakes 
the house when the newsboy throws it on 


the porch! 


Each edition requires 1000 tons 


Inc. 


Courtesy R. Hoe & Co., 


March, 1929 


This new press of The Cleveland News has a capacity of 380,000 newspapers 
of 16 pages an hour 


of newsprint, and the cost is but six cents 
a copy! 

The Times is not among the oldest news- 
papers in this country, but is one of the 
largest, having a circulation in excess of 
300,000 daily and 600,000 Sundays. It em- 
ploys a staff of over 3000 people, most of 


whom are housed in its monumental new 
building on Forty-third Street, west of 
Broadway, New York. On the event of 


its seventy-fifth anniversary last fall it pub- 
lished a sixty-four-page rotogravure num- 
ber which is a history of journalism and of 
American development generally during that 
period. The paper is owned and published 
by Adolph S. Ochs, and does not issue any 
statement of earnings. 

The largest combination of newspapers 
is that controlled by William Randolph 
Hearst, which also includes several maga- 
zines, among which are numbered the fol- 
lowing : 

Newspapers—New York American, New 
York Evening Journal, New York Mirror, 
Chicago Herald and Examiner, Boston Ad- 
vertiser, Detroit Times, Washington Herald, 
Syracuse American, Baltimore American, 
Rochester American, Atlanta Georgian and 
Sunday American, Milwaukee Sentinel and 
Sunday Telegram, Seattle Post Intelligencer, 
San Antonio Light, Los Angeles Exam- 
iner, San Francisco Examiner. 

Also the Rochester Journal and Post Ex- 
press, Albany Times-Union, Boston Ameri- 
can, Baltimore News, Washington Times. 
Washington Herald, Chicago American, 
Wisconsin News, Francisco Call, 
Oakland Post-Enquirer, and Los Angeles 
Herald. 


Magazines — International - Cosmopolitan, 


Harper's Bazar, Good Housekeeping, 
Smart Set, Motor Boating, American 
Weekly. 


The American Weekly, which is the Sun- 
day magazine section of fourteen Hearst 
newspapers, claims the distinction of hav- 
ing the greatest circulation of any weekly 
in the world, being read by 5,000,000 fam- 
ilies. 

Many of these papers and magazines are 


known to have an enormous circulation. 
The Hearst Publications, Inc., which was 
incorporated about two years ago as a hold- 
ing company, made the following statement 
concerning the newspapers and magazines 
consolidated into it, in connection with a 
bond issue sold to the public. 


Sales Net Profits 

29,370,304 5,805,687 
One of its constituents, the New York 


Evening Journal, Inc., gave out its profits 
as $1,679,000 for the year 1924 and $1,097,- 
000 for the first ten months of 1925. 


The Scripps-Howard Chain 


ONSIDERABLE interest attaches to 

the announcement made a few days 
ago that the New York Telegram had been 
purchased by the Scripps-Howard interests 
from William T. Dewart, long an associate 
of the late Frank A. Munsey. This paper, 
which has a circulation of some 200,000, 
was founded in 1867 by James Gordon Ben- 
nett, becoming in fact if not in name the 
evening edition of The Herald, which had 
issued its first edition in 1835. With it now 
is combined The Evening Mail, purchased 
by Mr. Munsey in 1924. Mr. Dewart re- 
tains The Sun, to which he desires to de- 
vote his entire time. 

Munsey was an outstanding example of 
success in the newspaper field, and died sev- 
eral times a millionaire. * This spring his 
estate of 600 acres on Long Island will be 
divided into town lots and sold at auction. 
He started life’s work as a telegraph op- 
erator, but had dreams of journalism. 
Argosy was his first venture. After years 
of experimentation and failure, his Munsey’s 
Magazine sped to a million circulation. In 
the newspaper field he traded in papers like 
a barber trades razors. He established no 
less than ten dailies and “eliminated” an- 
other ten through amalgamation. A watch- 
word of New York newspaper men not s0 
long ago, when merger-mania was raging, 
was: “Munsey’ll get you if you don’t watch 

(Continued on page 696) 


: || 
_ 
ap 
Va 
} 


March, 1927 


advertisement 
will appear in several 
other national magazines 
during the current year. 
It is published by the 
Phoenix Mutual Life 
Insurance Company of 
Hartford, Conn.., to pro- 
mote a more general un- 
derstanding of the value 
of the insurance trust 
in conserving estates. 
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No. 4736296 


THE 


PHOENIX MUTUAL 


LIFE INSURANCE COMPANY 
OF HARTFORD CONNECTICUT 


Premium $ 197.50 


Daft revrary 26 


life insurance do 
what you mean it to do 


OU wouldn’t give your wife a check for 

$10,000 or $20,000 and say toher, “Here’s 
a check. It’s all I have. Invest it as you please 
or as anyone suggests, but don’t ask for my 
advice.” 


Yet you are doing that very thing if you 
have made your life insurance payable to her 


in a lump sum. 


It is not our purpose to point out the un- 
fortunate results that may follow, but rather 
to remind you that there are ways for you to 
make sure your life insurance will do what 
you mean it to do. 


In fact, there are two ways, each of which 
has its own advantages. Yet neither should 
be selected until you have consulted a trained 
counselor and received the benefit of his ex- 
perience and advice. 


Suppose, for example, you want to have some 
of your life insurance paid in cash to take 
care of the immediate needs of your family 
and the rest of it paid as a monthly income to 
your wife as long as she lives. 


.In that event your counselor, whether he is a 
trained representative of the Phoenix Mutual 
or the trust officer of a reliable bank or trust 
company, will show you how your plan may 
best be carried out through the income settle- 
ment privileges of your policies. 


But suppose a regular guaranteed monthly 
income will not fully meet your requirements. 
Perhaps some member of your family is not in 
good health and may need extra money from 
time to time. In other words, your family’s 
needs are such that money must be made 
available in emergencies — and at someone’s 
discretion, 


In that event your counselor will advise you 
to appoint a reliable trust company or bank 
to act as trustee of your life insurance as well 
as any other property you may leave. And you 
can instruct the trustee to use his discretion in 
emergencies so that the plan will be flexible 
enough to meet sudden and unexpected calls 
for more money. 


Whichever method is employed, your wife 
and family will be relieved of many worries. 
And the responsibility for the investment of 
your life insurance will be shifted to a strong 
financial institution having long years of ex- 
perience and investment facilities beyond that 
of any individual. 


In a matter of such importance, seek the 
advice of men of training, character and ability. 
Talk today with your trust officer. Or write 
tous. The service will not place you under any 
obligation: and it is far too important to be put 
off another day. Clip the coupon and mail 
it now. 


PHOENIX MUTUAL 


LIFE INSURANCE COMPANY 


HARTFORD, CONNECTICUT 


Tothe PHOENIX MUTUAL LIFE INSURANCE CO., 246 Elm Street, Hartford, Conn. 


[-] Please ask one or your counselors to call on 
me at this address and explain the life insur- 
ance trust. I am nct to be obligated by this 
request in any way. 

() Please send me a copy of your booklet, “ Ho v 
to Get the Things You Want”, giving many 
interesting facts about life insurance and its 
benefits underthe Phoenix Mutual Plan. 

(Check One) 


When writing to advertisers please mention the American Bankers Association Journal 
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American Exchange 
Irving Trust Company 


NEW YORK 


Statement of Condition, December 31,1926 


RESOURCES 


Cash on Hand and Due from Banks . 
Exchanges for Clearing House 


Call Loans, Commercial Paper and Re. 


with Federal Reserve Bank 
United States Obligations 


Short Term Securities 
Loans due on demand and 30 days . 
Loans due 30 to go days . 
Loans due go to 180 days 
Loans due after 180 days 


Customers’ Liability for Acceptances (anticipated $3,560,870.40) . 


Bonds and Other Securities 
New.York City Mortgages . 
Bank Buildings ; 


LIABILITIES 


Deposits . 
Official Checks 


Acceptances (including Acceptances to Create Dollar Exchange) 


Discount Collected but not Earned 
Reserve for Taxes, Interest, etc. 


Dividend payable January 3, 1927 


CapitalStock 
Surplus and Undivided Profits . 


. $146,626,608.15 
98,821,518.59 


141,461,958.27 
375399,366.81 


46,057,921.18 
96,1535554-65 
62,020,4 38.87 
395366,825.66 

§,126,110.89 


42,268,837.71 
14,184,468.93 
755 56,540.73 
3,509,566.19 


$°740,55 3,716.63 


$584,164,121.59 
44,722,749.72 


45,829,708.11 
1,313,658.04 


2,588,095.65 
I, 120,000.00 


32,000,000.00 
28,815,383.52 


$°740,553,716.63 
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German Bourse Stock Boom 
_Grows Top-Heavy 


By ROBERT CROZIER LONG 


First Cause of Boom Was Act of United States. Cheap Money, 
British Coal Strike and Political Factors Accelerated Movement. 
Spectacular Rises to Prices Without Justification. Some of 
Highest Price Stock Pay No Dividends. Foreigners Hold the Bag. 


IGNS and portents are gathering that 

the unparalleled German stock boom 

which began on the first Bourse 

trading day of 1926 is nearing its 
close. The professional speculators of the 
“Burgstrasse,” who, even if they bought 
outright and not on margin, quadrupled or 
quintupled their stakes in the past thirteen 
lucky months, are retiring from operations 
and surrendering the further prospective 
profitt—and probable losses—to the doctors, 
lawyers, parsons, farmers, and literary men 
who (here Germany is no exception to the 
rule) enthusiastically buy at the top. 

The professionals are also surrendering 
the further prospective profits—and proba- 
ble losses—to those foreigners who discover 
the possibilities of foreign stock markets 
only when the possibilities are exhausted. 
Of the numerous signs and portents of a 
coming change in the “Burgstrasse” most 
characteristic of all is the rejoicing which 
it shows over cable reports of plants to 
quote German stocks in Wall Street. It is 
a circumspect, and indeed all-human, Ger- 
man habit to invite other nations to buy 
something extremely dear, while keeping 
extremely cheap things jealously at home, 
as Germany kept her stocks in the dole- 
ful year of depression 1925. 

The major sign and portent is the unex- 
ampled enthusiasm, violence and _ reckless- 
ness shown by German _ non-professional 
speculators ni January and in the first days 
of February, 1927. For a parallel to this 
one must seek a bear panic market rather 
than a bull market; and Wall Street in 1907 
supplies thy best, reversed parallel. A 
further sign, observed only by persons 
familiar with German Bourse precedents, 
is the relationship between the upward 
movements of various groups of stocks. The 
chief speculative stocks, which are also in 
general the stocks of the biggest corpora- 
tions, are the seventy-four which may law- 
fully be bought or sold for future (half- 
monthly) settlement. It is the Reichsrat 
which sanctions the admission of stocks to 
this Futures (or “Termin”) List. The mass 
of stocks, mostly of secondary importance, 
and numbering about 900, may only be 
bought or sold for cash. 


The Barometer for Bull and 
Bear Movements 


distinction supplies a never-mis- 
leading barometer for “Burgstrasse” 
bull and bear movements. In both move- 


© Ewing Galloway 

“Chile House,’ in Hamburg, the 

largest and tallest office building in 
Germany 


ments the Futures List always leads during 
the greater part of the time covered while 
the Cash List lags behind. But always the 
Cash List comes into line with the Futures 
before the top or the bottom has been 
reached. If at a time when the Futures 
group has risen on an average 70 per cent, 
the Cash group has risen only 50 per cent, 
the bull movement will almost certainly 
continue; but if by the time the Futures have 
risen further to 90 per cent the Cash stocks 
have also risen 90 per cent or thereabouts, 
the movement is at or near its end. Into 
the reasons of this I shall not go. Sufficient 
to state that of late the German Cash List 
has been catching up rapidly on the Futures 
List. It has not yet fully caught up. But 
the disparity is relatively small. That is a 
reliable sign and portent. 

The main factor in the situation, which 
is not a mere sign and portent, is the ex- 
traordinary high prices of German stocks 
taken together with their low or non-exist- 
ent dividends. This, of course, does not in 
itself foreshadow an immediate slump. In 
Europe as in America, stocks move with a 
progressive momentum which carries them 
far above and far below their real 
values. The fact that stocks at a given 
moment quote extravagantly high may even 


651 


be a presumption that, given a sound techni- 
cal position, they will go extravagantly 
higher. But there is always a top point. 
One cannot foresee it. When stocks in 
sound corporations, whose earnings and 
earning possibilities are very closely known, 
rise to double the prices at which even op- 
timists consider them dear, the top point is 
probably not very far off. 

According to the very best expert author- 
ity, that of the German commercial banks, 
stocks in the “Burgstrasse” were dear rather 
than cheap seven months ago. They were then 
often 100 per cent above their prices of 
thirteen months ago when the bottom of the 
slump of 1925 was reached. So last sum- 
mer the Deutsche, Disconto, and other great 
banks enjoined caution in their monthly re- 
ports. The view expressed was that divi- 
dend yields at the prices then in effect were 
extremely small, and that prospects of 
higher dividends were uncertain. Yet since 
these warnings were issued, many stocks 
have risen a further 100 per cent, and some 
have risen 150 to 200 per cent, or even more. 
The folly of wisdom was once more tri- 
umphantly proved. Wise men, having al- 
ready made big profits, last summer listened 
to the banks, sold, and pocketed their gains. 
Foolish men held tight to their stocks and 
bought more at admittedly high prices, and 
had the satisfaction of trebling, quadrupling, 
or quintupling their capital. 


Slovak Farmer Made 
$200,000 


UT, again, this 
ever; and the 
speculator has gone 


cannot continue for- 
German professional 
out, or turned bear, . 
while other German citizens, and a great 
many foreigners continue buying. In the 
last four months foreign buying has sup- 
plied a good deal of the momentum. Sol- 
emn Dutch and Swiss capitalists lay in vast 
quantities of German shipping, coal, and 
electrical stocks; and a lawsuit lately de- 
cided at Prague shows that even Slovak 
farmers buy. The Slovak farmer in ques- 
tion made $200,000 in German stocks in five 
months. The news that German stocks are 
to be quoted in Wall Street led more Dutch 
and Swiss capitalists, and perhaps more 
Slovak farmers, to join in the great game. 
It is a thankless task to counsel anyone not 
to join in such a game, because, to repeat, 
the very process of mass buying of absurdly 
dear securities tends to make them more 
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absurdly dear, and there is no point in a 
bull movement, except the top, at which 
bulls may not gain. I shall therefore con- 
fine myself to summarizing the main factors 
of the “Burgstrasse” boom up to the_be- 
ginning of February this year. 

The first cause of the boom was an act 
of the United States. The year 1925 was 
for the Berlin Bourse one of almost un- 
broken decline; and in general the lowest 
prices were reached on December 31. But 
some weeks before that, German shipping 
stocks experienced a sharp rise, so that be- 
fore the year was out they were about 100 
per cent above their lowest prices. This 
movement began the moment the American 
plan for restoration of German sequestrated 
property took practical shape. German 
shipping corporations were to be among the 
chief gainers from this measure. The 
American initiative made a first breach in 
the hopelessness prevailing in the “Burg- 
strasse,” and prepared the way for the great 
all-round boom of 1926. 

The boom began on January 2. This time 
it embraced all groups of stocks, shipping, 
banking, commercial, industrial and insur- 
ance. In January stocks simply flew up- 
wards, though at greatly varying speeds; and 
except for minor reactions, which never av- 
eraged 20 per cent, they have flown upwards 
ever since. The two justifications an- 
nounced for this boom are not wholly satis- 
factory. One is cheap money; the other the 
improved business outlook. In 1925 money 
was all the time getting cheaper, but stocks 
fell. The business outlook has of late im- 
proved very much. But in the first months 
of 1926, that is before the British coal 
strike, the business outlook was no whit 
better than in the stocks’ slump year 1925. 
The real cause of the great boom was the 
cause that governs all booms and slumps. 
In 1925 stocks had been driven very far 
below their somewhat problematical real 
value, and a recovery was bound to come. 
When it did come, it naturally moved to the 
opposite extreme. 


Bull Movements Based on 
Hopes 


OON after the beginning of the boom 
real influences came to carry it further. 
Money became so cheap that first class bor- 
rowers at times got day loans at 1% to 2 
per cent. The British strike brought a 
boom in German coal and steel, and indi- 
rectly an improvement in other German in- 
dustries. Next came political factors. 
There was the reception into the League of 
Nations, the Thoiry initiative for military 
evacuation, and finally the agreement to 
withdraw the military control. In connec- 
tion with this diplomatic improvement were 
the international agreements, or initiatives 
thereto, of which the International Steel 
Cartel, the International Aluminum Agree- 
ment, and the Rayon deal, were the chief. 
Finally there were vague and uncompleted 
initiatives toward international agreements 
in dyestuffs and in the liquefaction of coal. 
Most of these international understand- 
.ings were and are in imperfect stages. But 
stock bull movements are governed by hopes 
which have no limits, and not by achieve- 
ments which are dull and qualified realities. 
The German stock boom was persistently 
fed by purely domestic hopes; hopes of 
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A maritime reflection of Germany’s comeback is shown by this Hamburg shipping scene. 
Directly beyond the crane is the new German liner New York 


“rationalization” standardization, ru- 
mors of new trusts, syndicates, and “inter- 
est-communities,” wild tales of melon- 
slicing, bonus shares, and capital increases 
on incredibly profitable conditions for share- 
holders. As 1926 progressed, normally rea- 
sonable optimists began to look like black 
pessimists. When at the beginning of 1927 
even the wilder optimists reconciled them- 
selves to the imminence of a reaction, a 
new, still more extravagant cohort of op- 
timists appeared with new rumors and 
prophecies, and the boom flew nearer and 
nearer to the empyrean from which the too 
aspiring Icarus ultimately tumbled in ruin. 

The boom adhered closely to the princi- 
ples of all earlier booms. Each group of 
stocks was pushed up in succession. The 
original shipping-stocks’ boom slackened off, 
and in the early summer, in connection 
with doubts about Washington’s policy in 
the sequestrated property question, this 
group had a sharp reaction, from which it 
recovered slowly. Only the less important 
shipping stocks have had very big rises this 
year. Chemicals were one of the next lead- 
ing groups, and their boom slackened off in 
late 1926 when Dyes and Nitre Trust 
(Farbenindustrie), which had begun the 
year at around 100, reached nearly 400. 
The turn of the great combined steel and 
coal papers, which are really the most im- 
portant group on the Bourse, came rela- 
tively late. But the British strike, the 
foundation of the great Western Steel 
Trust, and the later foundation of the In- 
ternational Steel Cartel, helped, and the 
steel and coal leaders ultimately reached 
prices four, five, and even six times the 
lowest of 1925. Machinery and engineering 
papers rose even later. Potash stocks had 
no real boom until January, 1927. First 
came plans for a potash trust, next came 
the renewal of the agreement with the 
Alsace-Lorraine potash industry, and in 
January this year followed news of rapidly 


increasing sales. Textiles at first moved 
relatively moderately, but duly had a_ vio- 
lent boom toward the end when the inter- 
national Rayon Agreement excited extrava- 
gant hopes. 

The boom became ever more and more 
violent. On Feb. 1 this year many 
stocks were struck from the Bourse list 
because the official brokers who fix quota- 
tions could not cope with the flood of buy- 
ing orders. In January many stocks rose 
20 to 30 points in a day. The Mannesmann 
Tubes Corporation, which is a vast affair, 
rose from 50 to 127 in the first eight months 
of the boom, from 127 to 200 in the next 
four months, and from 200 to 250 in the 
thirteenth month. Siemens and Halske rose 
from 60 to 220 in ten months. The stock 
of the Rayon Trust concern, Vereinigte 
Glanzstoff, rose from 230 to 361 in the 
first twelve months, but in the thirteenth 
month suddenly flew to a few points below 
600. Ilse Mining Corporation stock rose 
100 per cent in January, 1927. One of the 
chief brewery stocks, Berliner Kindl, rose 
70 points in January. Its whole movement 
in the thirteen months’ boom was from 83 
to 430. Not only the biggest absolute rises. 
but also the biggest percentual rises, took 
place only this year. The more top-heav) 
the boom became, the more skill and (so 
far) success were shown in piling yet fur- 
ther burdens on the roof. 


No Justification for Prices 


EFORE the war German stock averages 

seldom moved more than 25 per cent 
up or down in a year. The boom, how- 
ever, is not only a record for post-war Ger- 
many, but probably (considering the brief- 
ness of its period) also a record for the 
world. But though German industry prom- 
ises exceedingly well, it so far shows no 
justification whatever for “Burgstrasse” 

(Continued on page 677) 
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Plug up leaky holes 
im Bank 


OME of you bankers know Baker-Vawter as “the 
bank-system people.” Your knowledge may have 
been acquired by hearsay or by an actual demonstration 
of our ability to live up to this statement. 

It is obvious, however, that to be of real help to all 
banks we must know more about bank operation than 
ANY ONE bank; and keep fully informed of new and 
improved methods. The ingenuity to devise simplified 
accounting forms to operate these better methods neces- 
sitates widespread observation and study. 

A recent contribution of ours to give bankers a more 
complete “close-up” of actual facts on departmental 
expenses is the new form opposite. It is but one of many 
printed forms which ease and clarify bank records. 

Baker-Vawter service to banks includes not only 
printed record forms, but loose-leaf and filing equip- 
ment. Each ledger leaf or statement, each 5-drawer steel 
file, each binder or tray, in fact every unit in Baker- 
Vawter’s long list of products possesses precision of 
manufacture, dependable quality, and trustworthy 
craftsmanship which assures to customers a full measure 
of dollar satisfaction. 


BAKER 


BENTON HARBOR, MICHIGAN 
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Operations 


S ANY one of your departments costing more 

to operate this year than last? Why were the 

bank’s profits decreased? Does your Safety Deposit 
Department pay its own way? 

The answers can be available to you quickly if 
your bank uses the new Baker- Vawter stock form 
which provides a combined expense voucher reg- 
ister and distribution for analysis and comparative 
purposes on this one record. 

A truthful analysis and accurate comparison of 
current expenses with past expenses will give you 
absolute control of this profit-eating “Overhead” 
expense. It will give you a chart from which you 
can plan your course of action. 

It will show you where 
to plug up the holes 
through which your 
profits may be leaking. 

Of course you keep 

some such record now. 
All good bankers do, but 
we'll wager that your 
present form is not as 
complete and easy to op- 
erate as this inexpensive 
stock form. 

We'll send you a sam- 
ple of it free if you will 
return the coupon below. 


Free! At no cost to you we will be glad to send 
you a copy of this helpful new stock form. Just at- 
tach your letterhead to the coupon and mail it in. 


Attach to Letterhead and mail 


BAKER-VAWTER Co. 
Benton Harbor, Mich. 


At no cost or obligation please send me 
a sample of this new stock form of yours 


When writing to advertisers please mention the American Bankers Association Journal 
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This is the reverse of Form 
No. 36—and bears two types 
of Joint Account agreements. 
The face is the same that 
of form No. 35. 'B 5x3 
or 6x4. 


"7 death te of either of us any 
the survivor. The entire account or any part 


the survi 
wait It fo capectally agreed that withdrawals of funds by the survivor shall be binding upon us and upon 
our heirs, next of kin, legatees, assigns and personal representatives. 


JOINT ACCOUNT — TWO OR MORE SIGNATURES REQUIRED. 
All moneys now or at any time deposited by us, with this bank to the credit of this account, are 
and shall be so co dapeeeell by us and received by the bank upon the following terms and conditions of repay- 
ment, namely, that the amount thereof shall be paid by the bank to us, or upon the written order of any 


—____ such persons so entitled to payment; and without reference to the original ownership of the moneys 
deposited, all withdrawals must contain___mmof the following signatures. 


YOUR BANK 
y as denost 


for 
In receiving items 
; it may 
any item drawn on this 


BUSINESS 


INITIAL DEPOSIT 


DATE OPENED ‘a 


AND E ROCHESTER 
: The individual account card 
P form No. 35 bears the A. B. A. 
agreement on the face—and 
a Power of Attorney form on 
the reverse. White, 5x3 or 
6x4. 


Are you using these 


A.B.A. Signature Cards? 


NLESS your signature cards have on their signature cards. 

bear the new A.B.A. agree- 
ment or one as concise and binding, 
you're apt to suffer losses aggregat- 
ing thousands of dollars as some 
banks have. 


“Y and E” form cards for banks 
cover all types of signature cards, 
ledger cards for all departments 
for hand or mechanical posting, 
and record cards for every pur- 
The above signature cards bear pose. Mail the coupon for samples 
this collection agreement and also and prices of the above signature 
other agreements that banks should cards. 


an entire new 

uil a new epartment, 

or equipment—can be quickly solved 

by “Y and E” bank men. Their 385 Jay Street Rochester, N. Y. 


years of actual bank experience plu 
STEEL AND WOOD FILES—STEEL SHELVING— DESKS —SAFES— 
ticularly qualify them to render you OFFICE SYSTEMS AND SUPPLIES—BANK AND LIBRARY EQUIPMENT 
a valuable service gratis. 
Just address the Bank Depart- 

ment at Rochester, N. Y. Yawman and Erbe Mfg. Co 


385 Jay St., Rochester, N. Y. 
Kindly send samples and quote us on hak 


Signature Cards bearing A.B.A. agreement. k ~ 
Individual Account Cards ADDRESS 
Joint Account Cards 
Corporation Account Cards 
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now, or hereafter, deposited in this account are, and shall be, pee 
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balance in said account shall become the absolute property of 
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The Market for Trust Services 


One Fourth of American People Own 86.5 Per Cent of Wealth. 
Banks and Trust Companies Handle Small and Large Trusts. 
Bonds and Investments in Real Estate Securities Make Up 
Bulk of Trust Investments. Millionaires Prefer Stocks, It Seems. 


F trust companies and barks doing a 
trust business should determine upon 
a far-flung campaign to popularize 
their services, it would require the 
education of less than one-fourth of the 
American people as to the nature of their 
activities to cover 86.5 per cent of the po- 
tential demands for corporate fiduciary ser- 
vices, according to the conclusions reached 
by James G. Smith, instructor in charge of 
statistics at Princeton University after 
making a study of the market for the han- 
dling of trusts and the management of es- 
tates. The outstanding points of this study 
were reviewed at the Mid-Winter Trust 
Company Conference, held in New York. 

A Federal inquiry revealed that estates 
running from $10,000 to $50,000 were owned 
by 17.8 per cent of the population and con- 
stituted 24.3 per cent of the total wealth, 
while the aggregate of all estates over $50,- 
000° made up 62.2 per cent of the total 
wealth, although owned by 4.7 per cent of 
the American people. Despite these indica- 
tions that the greater part of the wealth 
of this country is owned by this minority, 
Mr. Smith urged the institutions doing a 
trust business not to neglect to direct their 
appeal to the 77.5 per cent of the population, 
which has only 13.5 per cent of the wealth. 
“For the healthy development of the corpo- 
rate fiduciary in a democratic society, it 
should avoid so far as possible the growth 
of the notion that the corporate fiduciary 
is the rich man’s bank,” he said. 


Size of Trusts Handled 


i determine the practices that are fol- 
lowed by trust companies and the trust 
departments of banks, Mr. Smith sent out 
a lengthy questionnaire to most of the trust 
companies of the United States and to 350 
of the national banks having fiduciary powers 
under the Federal Reserve Act. Responses 
were received from 334 trust companies and 
from fifty-seven national banks, which re- 
vealed that these institutions have accepted 
trusts as low as $7, although naturally most 
trust institutions seek the handling of trust 
funds that run up in the thousands of dol- 
lars. 

All of the banks and trust companies re- 
ported that they accepted trust funds of 
$20,000 or more, but some of the largest 
institutions did not seek trusts of less than 
$50,000. 

The following table shows the proportion 
of corporate fiduciaries accepting small trust 
funds and the percentage seeking them: 


Per Cent Per Cent 
Accepting Seeking 
9 2 


Most of the very small trusts seem to be 
“cemetery trusts,’ Mr. Smith said, many 
of which are given to the banks by court 
order. The trust institutions cannot well 
refuse the small ones and hope for appoint- 
ment to the large ones, it was pointed out. 


How Trust Funds Are Invested 


AS the corporate fiduciaries are experts 
in money management, they were ques- 
tioned to determine how they invest trust 
funds. While a large number of the insti- 
tutions said that it was difficult to answer 
this query because the proportion invested 
in the various types of securities depended 
upon several considerations varying in one 
case to another, a considerable number re- 
plied, and the results were averaged. This 
disclosed that there was not much variation 
in practice between legal trust funds and 
discretionary trust funds. 

The investment of funds in real estate 
mortgages and real estate bonds forms the 
heart of all trust funds, it was made clear. 
Where the trust company or bank is given 


discretion in the investment of funds, it is. 


shown that not such a large percentage is 
invested in bonds as where it is restricted 
to legal investments and a little more is 
placed in stocks. 

Averaging up the investments of legal 
trust funds by the institutions doing a trust 
business, it was found that bonds composed 
34.1 per cent of the total, real estate mort- 
gages and real estate bonds 57 per cent, 
stocks 4.3 per cent, while other investments, 
such as investment trust certificates, savings 
deposits and public utility securities, made 
up the remainder. 

In the case of discretionary trust funds, 
the investments were made up of 31.5 per 
cent in bonds, 56.7 per cent in real estate, 
mortgages and real estate bonds, 5.8 per cent 
in stocks, and the remaining 6 per cent in 
other investments. 

In tabular form, the average diversifica- 
tion in investment by national banks and 
trust companies was shown as follows, after 
the actual averages were weighted by the 
number of corporate fiduciaries reporting : 


Legal Trust Discretionary 


Funds, Trust Funds, 
Per Cent Per Cent 

7.3 12.8 

| 


Types of Investments 
Government bonds 17. 
Municipal bonds ........ 11.9 
Real estate mortgages or 

real estate bonds 
Railroads bonds ... 
Industrial bonds ... 
Railroad stock 
Industrial stock 
Public utility securities. . 
Bank and insurance stock 
Foreign bonds 
Investment trust 

cates 


wn 


SP 


certifi- 


One of the oldest and largest trust com- 
panies in the United States invested 39 per 
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cent of its legal and discretionary trust 
funds in bonds, 34 per cent in real estate 
mortgages or real estate mortgage bonds, 
10 per cent in real estate, and 17 per cent 
in stocks. 


How Millionaires Invest 


contrast the personal investment 
habits of several groups of successful 
men, twelve millionaires, fourteen well-to- 
do investors, nine highly paid executives, 
twelve executives earning from $5,000 to 
$10,000 annually, and eighteen professional 
men, doctors, lawyers and men of compara- 
ble classes, were questioned as to how they 
had invested their funds. 

The group as a whole reported that 48 
per cent of its wealth was represented by 
stocks, 11 per cent in bonds, 29 per cent 
in real estate, mortgages or real estate 
bonds, and 12 per cent in all other invest- 
ments, of which 11 per cent represented the 
face value of life insurance. 

The twelve millionaires had 69 per cent 
in stocks, 13 per cent in bonds, 9 per cent 
in the realty group, and 9 per cent in other 
investments, of which 6 per cent repre- 
sented the face value of their life insurance 
and 2 per cent in trust. 

The well-to-do investors held 53 per cent 
in stocks, 13 per cent in bonds, 21 per cent 
in real estate, mortgages and real estate 
bonds, and 13 per cent in life insurance. 

The highly paid executives had 48 per 
cent in stocks, 13 per cent in bonds, 24 
per cent in realty and real estate securities. 
and 15 per cent in other investments, of 
which 12 per cent represented the face value 
of life insurance policies and nearly 3 per 
cent in short term securities. 

The executives earning from $5,000 to 
$10,000 held 40 per cent in stocks, 8 per 
cent in bonds, 32 per cent in realty or realty 
securities, 19 per cent in life insurance, and 
1 per cent in short term securities. 

The professional men reported that they 
had 65 per cent of their investments in real 
estate, real estate bonds or mortgages, 21 
per cent in stocks, 7 per cent in other in- 
vestments, of which 6 per cent represented 
insurance on their lives. 

Thus it appears that the wealthier a man 
becomes the greater is the likelihood of 
stocks making up the bulk of his invest- 
ments. However, it is not unlikely that 
stock in companies in which he is an officer 
or a director would comprise a good part 
of the stock holdings. 


Individuals Less Careful 


tiger fact that stocks rank first as the 
principal investment where an _ individ- . 
ual invests his own funds, whereas bonds 
are the principal type of security in trust 
(Continued on page 676) 
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The Chicago Banks Adopt Charge 


for Safekeeping of Securities 


By JOHN C. MECHEM 


Vice President, First Trust and Savings Bank, Chicago, IIl. 


AfterYears of Debate, Commercial Banks, Holding $600,000,000 
in Various Securities Free of Charge, Decide to Impose a Fee 


for This Service. 


Similar 


Lost. 


OR many years the commercial 

banks in Chicago made no charge 

for the safekeeping of securities that 

were deposited with them. With the 
passing of time the volume of stocks and 
bonds that were intrusted to them became 
enormous, and there was likewise a mate- 
rial enlargement in the expense of caring 
for the securities. The downtown banks 
alone, it may be safely estimated, held be- 
tween $600,000,000 and $700,000,000 in safe- 
keeping. 

These holdings were made up of large 
deposits of securities in the commercial 
banks, both for correspondent banks and 
for individual customers. The bond de- 
partments had blocks of securities which 
had been purchased from them by large 
buyers and left with them under the assump- 
tion that they were going to be taken out— 
but which were not taken out. The trust 
department of banks and the trust com- 
panies made a charge for the securities 
which they were holding in their physical 
agency accounts, so that thus the commer- 
cial banks were in direct or almost direct 
competition with their own trust depart- 
ments. 


The Moving Reasons 


HE matter of inaugurating a charge 

for the safekeeping of securities, which 
had been debated for many years without 
result, was brought up for renewed con- 
sideration late last year. Three reasons 
moved the banks to do this: the enormous 
volume of securities in their vaults and 
the consequent expense; the realization that 
they were performing a free service for 
which the trust departments were making 
a charge, and the fact that the banks in 
St. Paul, Minneapolis and Milwaukee par- 
ticularly had been anxious to put such a 
rule in effect, but had felt that they could 
not do so until the Chicago banks took 
similar action. 

It was realized that it would be impossi- 
ble for any one bank in Chicago to adopt 
such a charge without the other banks do- 
ing it. Therefore, the proposal was re- 
ferred to a standing committee of the Clear- 
ing House, which had charge of investi- 
gating from time to time various banking 
practices. The result of this action was 
the passage of a rule, which bound all 
members and associate members to make 
a charge for this service. 

The text of the ruling was: 


Not Believed That Any Customers Will Be 


Action Taken in Milwaukee and Minneapolis. 


“On and after January 1, 1927, no member of 
this association and no bank or trust company 
affiliated with this association, shall hold for safe- 
keeping or as custodian any securities in which 
said member bank or trust company has no _ in- 
terest, exceeding in face value the sum of $5,000 
(or in the case of stock having no par value ex- 
ceeding 100 shares), belonging to any bank, in- 
dividual, firm or corporation, for a longer period 
than three months without making a charge for the 
same for the full period held at per annum rates, 
in accordance with the following schedule: 

“(A) on mortgages, and on bonds and corporate 
notes, or obligations of similar import, one dollar 
per thousand face value on the first $1,000,000 
and seventy-five cents per thousand on the excess 
over $1,000,000. 

“(B) on _ stocks, fifty cents per $1,000 face 
value, and five cents per share on no par stocks, 
up to and including $1,000,000 par value; on the 
next $1,000,000 thirty-seven and a half cents and 
three and three-fourths cents respectively; on the 
next $1,000,000 and upwards, twenty-five cents 
and two and a half cents respectively. 

“Where a charge of $125 in any one calendar 
month, or at that rate, shall have been made by 
any member or affiliated member of this associa- 
tion to any bank, individual, firm or corporation 
for the safekeeping or custodianship of securities, 
further charges for said month to such bank, in- 
dividual, firm or corporation shall be discretionary. 

“Where obligations having a maturity of no 
more than twelve months are left with a bank for 
the purpose of collection and credit to a depositor’s 
account, charges shall be discretionary. 

“Charges on securities held for account of 
charitable organizations shall be discretionary, but 
in no case less than one-half of the regular rates 
specified in this rule. 

“Charges on securities, other than United States 
government bonds, notes and certificates, sold by 
the safekeeping bank or trust company and _ held 
for the account of the purchaser, shall be discre- 
tionary for a period of six months following such 
sale, except that charges on temporary bonds and 
interim certificates sold by the safekeeping bank 
or trust company shall be discretionary until such 
time as said temporary bonds and interim certi- 
ficates become exchangeable for permanent securi- 


A Fair Schedule 


hme schedule of charges was worked 
out by the commercial banks in con- 
junction with the trust companies, and rep- 


resents a very reasonable and workable 
compromise of the situation. Those rates 
correspond up to $2,000,000 with the trust 
department rates, with the exception that 
the trust departments make an additional 
charge on mortgages, which additional 
charge is not made in this shape. The rea- 
son for this is that, as a practical matter 
for the commercial banks, the mortgage 
situation is not an element, as there are 
practically no straight real estate mortgages 
deposited with the commercial banks. 

As may be noted, the rule says that the 
charge shall apply only when securities are 
held for a longer period than three months. 
Charges went into effect on Jan. 1. Thus the 
end of the first three months’ period will 
not come until the first of April. It is, 
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therefore, impossible for the Chicago banks 
to tell exactly what the results of this rule 
are going to be until that date, because some 
of the banks are making no attempt to 
charge their customers until the April 1 
period arrives. Many securities, which will 
be ultimately withdrawn, will not be with- 
drawn until April 1. Preliminary figures 
that are available show the tendency up to 
the present date, but cannot be taken as 
conclusive on account of this three months’ 
period. 


Do Not Lose Customers 


WE have found in Chicago very little 
opposition to the introduction of the 
rule. In the case of our bank, we have 
not lost a customer, and have had a great 
many comments on the fairness of the rule. 
There has been some little question about 
the size of the charge, but, obviously, if 
we are going to make a charge, we must 
make a charge comparable to the trust de- 
partment charge. It is one thing for a bank 
to be in competition with its own trust 
department free, but it is quite another 
thing to be in competition with its own 
trust department on a small difference of 
charge. In other words, if a bank is go- 
ing to charge at all, it ought to be com- 
parable with the trust department charge. 

There have only been a couple of ques- 
tions of interest. The first question has 
been the question of the liability. In the 
case of our own bank, under our old cus- 
todian certificate, issued by the commercial 
bank, it simply said that “the individual or 
bank has deposited with the First National 
Bank of Chicago, for safekeeping, the fol- 
Icwing described property.” Incorporated 
in that in the past was a statement that 
we agreed to give these securities only the 
care we gave our own. The Chicago Fed- 
eral Reserve Bank is now advising its cus- 
tomers that it takes no responsibility for 
securities on deposit with it. I do not think 
that is anything new, probably as the con- 
sequence of the Reserve Bank’s disclaimer 
of liability, but we have had of late many 
letters from customers asking that question 
of our bank. 

We are operating very much as does the 
trust department. Its practice is to issue 
a receipt, and if the customer desires it 
to write a letter assuming responsibility. 
Our trust department, as a matter of prac- 

(Continued on page 691) 
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FANDOLIERS 
in 
Security 
Vault 
of 


BANK 
OF 
AMERICA 


New York 
City 


No more “dead air” 


in Vautts, Coupon Rooms, ELevator Cass, 
nor in any confined spaces. ‘Dead air’’ causes 
condensation. These conditions can now be 
corrected by 


which, by means of a revolving deflector, 
produce not one continuous, irritating blast, 
but a correctly diffused air current of 36 inter- 
mittent waves per minute, thus providing 
the one method of “‘fanning’’ that gives 
actual comfort. 


A catalogue of Fanpouiers (Fans alone) and FaNnvo.igr- 
Cuanpeiers (Fans combined with Electric Light Fixtures) 
will be mailed upon request 


Tue Sarety Car HEATING 
AND LIGHTING COMPANY 


Fandolier Sales Division, 75; West Street 


Fanpouigrs in Vault of 
New York City 


Manufacturers Trust Company, New York City 
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The Failure of the Guaranty Fund 


in Texas 


By W. A. PHILPOTT, JR. 


Secretary Texas Bankers Association 


After Seventeen Years Experience and a Loss of $20,000,000 
the Lone Star State Has Repealed the Statute Under Which 
Depositors in State Banks Were Guaranteed Against Loss. The 
Plan at First Seemed to Be a Success but It Encouraged Laxity. 


HE ancient aphorism to the effect 

that there are no substitutes for 

sound banking principles still holds 

true to fact. The absolute failure 
in Texas of the guaranty system for the 
security of bank depositors adds more 
strength to the truism. Governor Moody 
on Feb. 11 signed a bill with an emergency 
clause, which repeals the law in its entirety, 
and the state banks of this great common- 
wealth are once again unstrangled and un- 
shackled and free to stand, each on its own 
base. 

Laws cannot guarantee sound banks or 
produce strong bankers; and it has taken 
the good people of Texas seventeen years 
to find it out. The paragraphs to follow, 
propose to trace, in the briefest possible 
way, the sad experience Texas has had 
with guaranteeing bank deposits. Such a 
résumé would not be attempted by any 
banker in Texas—particularly any state 
banker. Most of them have charged off 
assessments to the guaranty fund until they 
are pink in the face: and they are per- 
fectly willing that “the dead past bury its 
dead.” In the recent District Meetings of 
the Texas Bankers Association, Feb. 12 to 
22, very few bankers mentioned the passing 
of the guaranty fund system. There were 
no addresses on the subject. With them, the 
law is dead and buried deeply beneath some 
costly and precious experiences. These 
bankers are happy—so happy they do not 
desire to talk about it. But to the story: 


Capitalization Was Too Low 


— state banking laws of Texas was 
passed in 1905, and the best parts of 
existing state banking laws in other states 
were digested in its preparation. With few 
amendments, it was and remains one of the 
best state banking laws in the country. 
Chief among its weaknesses, was the sec- 
tion permitting the organization of banks 
with a capitalization of $10,000. The early 
records of the banking department are hazy, 
but evidently there was much speed in the 
organization of banks, as many as 600 
having been created during the first two 
years. With such a number of ill-advised 
institutions there was considerable trouble. 
Within twenty months one good-sized state 
‘bank had failed; eleven closed the third 
year; and twenty during the fourth year 
after the law’s enactment. The dear people 
were aroused. Although there are no rec- 


ords of the losses sustained by the deposi- 
tors, these must have been considerable; 
and then someone said “there ought to be a 
law!” 

The Texas Legislature in 1909 passed the 
Guaranty Fund Act, which became effec- 
tive on Jan. 1, 1910. It was opposed by 
practically all the outstanding and far-see- 
ing bankers, both state and national, in 
Texas at that time. It is interesting at this 
date to read some of the flaming arguments 
against the law back in 1909, arguments 
and prophesies which the years have sus- 
tained and fulfilled. But here was the law 
and all state banks—some 750 of them— 
were forced into the guaranty fund plan, 
or its corollary, the bond system. Only 
sixty banks became bond banks. Then be- 
gan the period of wildest promotion, the 
greatest bank expansion Texas had ever 
seen. Fortunately, there were a number of 
very strong men in the Banking Commis- 
sioner’s chair, else nothing could have 
stopped the organization of banks. The 
passage of the law was the signal for every 
fellow out of a job, whether or not he had 
had banking experience, to open a bank and 
offer the depositing public the same degree 
of safety afforded by the old, well-estab- 
lished, conservative banker, with ample 
capital and seasoned experience. 


Thought It a Grand Scheme 


| ster ran merrily on with the 
guaranty fund for the first ten years. 
Banks were organized in every town and 
hamlet until the peak of more than 1000 
banks was reached. Every one hung out 
the sign “Guaranty Fund Bank” and was 
allowed to advertise the statement that no 
depositor had ever lost a dollar in a guar- 
anty fund bank in Texas. From Jan. 1, 
1910, to Jan. 1, 1920, some twenty guaranty 
fund banks failed in Texas, with a resultant 
loss to member banks who paid the deposi- 
tors of only about $1,000,000—not a bad 
record for ten years. There were honest 
and good men who believed in the plan. 
Bankers of recognized ability insisted that 
the guaranty fund system was the greatest 
piece of constructive legislature ever enacted 
in the country. They pointed to its record 
of ten years. They preached the plan at 
bankers’ conventions. They expanded with 
pride over the fund’s accomplishments and 
growing importance. 

Then came the depression, the hard times, 
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the deflation, the failures, beginning in 1920. 
[n six years, or up to Jan. 1, 1926, there 
were 150 failures of guaranty fund banks 
in Texas, fifty-two of which were reorgan- 
ized by the department without loss to the 
fund. The good and solvent banks of Texas 
during that time paid to the depositors of 
failed banks upwards of $17,000,000—and 
there were many more failures in sight. 
Guaranty fund assessments (as much as 2 
per cent per year of the average November 
deposits, the high season) eliminated divi- 
dends, consumed surpluses, and iftmany in- 
stances impaired capital stock. Then the 
state bankers awoke from the beautiful 
dream, which pictured the guaranty. fund 
as a magic wand. Their stockholders: be- 
gan to ask about dividends, and <all the 
sound and conscientious state bankers” in 
Texas lost considerable sleep, giving -seri- 
ous thought to the perplexities and the prob- 
lems of the guaranty fund. Still more. fail- 
ures and accentuated assessments loomed 
ahead. Many of the wiser ones surrendered 
their state charters, secured national char- 
ters, took their loss, and started with. a 
clean slate. 


A Cry for Relief 


Te cry for relief was so widespread 
and the pinch so universal that the Leg- 
islature in 1925 amended the law, permitting 
state banks to convert to a bond plan—a 
provision not in the original act, which com- 
pelled the bank either to contribute to guar- 
anty fund or to protect “its depositors under 
guaranty bond provision. The 1925 amend- 
ment provided that a bank could be relieved 
of guaranty fund liability by furnishing a 
bond the size of its capital stock, either a 
personal or surety bond, to be approved by 
the Commissioner. There was a scramble 
by the guaranty fund banks to “get from 
under.” Of the 850 guaranty fund banks 
at the time, all were quickly converted, ex- 
cept twenty-four, whose affairs were too 
weak to be permitted to change. Before 
the guaranty fund was repealed by the 
present new law several of the few remain- 
ing fund banks failed and the rest were too 
weak to stand assessments, so that some 
time will elapse before the depositors will 
be paid. 

Since the state banking law was passed .in 
1905, there have been chartered about 1500 
state banks. Of this number 850 remain 

(Continued on page 679) 


Khe Big Three Take the Lead 


By CHARLES F. SPEARE 


How the Railroad World Views the Recent Corner in Wheeling 


and Lake Erie Shares. 


Eastern Trunk Lines Move to Break 


Up Unnatural Alliances and To Bring Together Independent 
Roads with Major Systems of Which They Are a Complement. 


HE “corner” in Northern Pacific 

in 1901 precipitated one of the most 

acute panics in stock market his- 

tory. We jump over a quarter of 
century of time to the “corner” last month 
in Wheeling and Lake Erie shares and are 
surprised to know that there were no re- 
percussions from it. It made a few “shorts” 
uncomfortable. The investing and specula- 
tive public scarcely gave heed to it. Prices 
ignored the incident. Not so, however, the 
railroad world. 

About two years ago I described to read- 
ers of the JourNAL how the four eastern 
trunk lines had outlined what was to be 
known as the four-system plan which was 
to consolidate the roads in the territory be- 
tween New York, Chicago and St. Louis 
and south to the Ohio River. To this plan 
the Pennsylvania dissented in part so that, 
subsequently, it was looked upon as some- 
what outside the councils of the Big Three, 
viz., the Baltimore & Ohio, the New York 
Central and the so-called Nickel Plate, the 
latter being a member of the group by 
virtue of its control of the Erie. 

Objection to the proposed allocations of 
properties like the Reading, Lehigh Valley 
and Buffalo, Rochester and Pittsburgh, for 
example, were made by the Pennsylvania on 
the ground of inadequate provision for it 
in the Buffalo territory as well as in New 
England. But of much greater importance 
L. F. Loree, whese Delaware & Hudson 
had been left out of the picture drawn by 
the trunk line presidents, determined to 
create from what he had, could lease or 
build, a fifth system from tidewater to 
Chicago and the Mississippi. 


The Railroad Checkerboard 


N sequence each event—from the leasing 

by Mr. Loree of the Buffalo, Rochester 
and Pittsburgh to piece out about 150 miles 
of new and costly construction into Pitts- 
burgh, to the recent acquisition by the Balti- 
more & Ohio of a large block of Western 
Maryland stock and the later purchase by 
the Big Three of a one-half interest in 
Wheeling and Lake Erie—has been a long 
thought out move on the railroad checker- 
board. From present indications, the Big 
Three are in the king row and have the 
lead. 

The Western Maryland logically belongs 
to the Baltimore & Ohio. On a small scale, 
it parallels the latter as do the Northern 
Pacific and Great Northern, now seeking 
consolidation in order to effect operating 
economies. The Connellsville cut-off links 
the New York Central system with the 
“Western Maryland and, with further ac- 


quisitions, could establish for it a _ Pitts- 
burgh-Washington line. The Baltimore & 
Ohio and New York Central play in the 
same yard. -Together they have control of 
the Reading. Their interests are common 
to those of the Nickel Plate. So there will 
be no friction between them over the present 
dominant interest of the Baltimore & Ohio 
in Western Maryland. 

Mr. Gould originally made the latter the 
eastern end of his transcontinental system 
which finally fell apart. He had as a link 
the Wheeling and Lake Erie. A new fusion 
of lines that had dropped away from one 
another is now taking place. It was sup- 
posed that Mr. Loree would need the Wheel- 
ing as a part of his east and west system. 
He has lost it. Without it, his position with 
the Wabash which he controlled is preju- 
diced. The Interstate Commerce Commis- 
sion has not been overenthusiastic concern- 
ing his Pittsburgh entrance and has listened 
with respect to the claims of competitors 
that already there are sufficient facilities in 
the transportation area between New York 
and the iron and steel center. The Penn- 
sylvania, having been outside the three- 
plan system and not being invited into the 
purchase of Wheeling and Lake Erie control, 
is now considering the application of the 
Delaware & Hudson for authority to oper- 
ate over 228 miles of its track as a bridge 
between the former and the Buffalo, Ro- 
chester & Pittsburgh. The key log in the 
situation is the Lehigh Valley Railroad 
which the New York Central and Mr. 
Loree are credited with holding in equal 
amounts. (Since this was written, the direc- 
tors of the Buffalo, Rochester & Pittsburgh 
have refused to extend their lease to the 
Delaware & Hudson, leaving the situation 
more confused than ever.) 

From a state of dead center, in which the 
eastern trunk lines had been resting ever 
since the four plan program was formu- 
lated, they have passed on in the past few 
weeks to one of slow motion to result in a 
breaking up of unnatural alliances and to 
bring together independent roads with major 
systems of which they are a complement. 

It is of interest that leadership in this 
movement has been taken by the Baltimore 
& Ohio just as it is celebrating its one 
hundredth anniversary—a _ transportation 
centenarian full of vitality directed by 
Daniel Willard, who has shown more rail- 
road statesmanship in the past seven years 
following government ownership than most 
of the railroad presidents and is undoubtedly 
the one most in touch and in sympathy with 
public, legislative and labor requirements. 

Consolidation or unification of Amer- 
ican railroads must on. It 18 
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in demand. A _ legislative path has been 
marked out for it. It may be effected in 
two ways: First by gaining control of stock 
ownership in the market—the method that 
was employed nearly two decades ago in 
the Louisville and Nashville and Atlantic 
Coast Line merger and more recently in the 
Southwestern group into which Mr. Loree 
bought freely of Missouri, Kansas and 
Texas and St. Louis Southwestern in order 
to round out his Kansas City Southern sys- 
tem and the St. Louis and San Francisco 
purchased a dominant interest in the Chi- 
cago, Rock Island and Pacific and in the 
East where the Van Swerigens accumulated 
sufficient Erie, Chesapeake & Ohio and Pere 
Marquette to round out a system to which 
minority stockholders and the Interstate 
Commerce Commission have objected—and 
second, by exchange of existing stock in 
two or more parallel and competing lines 
for that of another line, as is proposed by 
Northern Pacific and Great Northern. 

It is a debatable question whether the 
benefits of consolidation are worth the 
price paid for them. I have been surprised 
in discussing with railroad executives, who 
have carried through or are planning physi- 
cal integrations, to discover how small in 
dollars are the actual economies from use 
of joint facilities, reductions in operating 
or traffic staffs, common use of .terminals 
and reduction in train mileage. On _ the 
other hand, strategic advantages may be 
very great and fully compensating, as in 
the case of a system of moderate ‘strength 
surrounded by powerful rivals and requir- 
ing a better balanced territorial position to 
successfully. compete. 

The danger or temptation from purchase 
of control in the market on a rising price 
scale is that of compulsion of dividends on 
the stock so purchased in order to carry its 
cost when such dividends may not be justi- 
fied by average annual returns. This aspect 
of the case is already evident. 


In Strong Position 


SIDE from the question of the round- 

ing out of the eastern railroad groups 

and that of consolidations, forced or volun- 

tary, is that of a solid base on which the 
transportation industry now rests. 

This has never been stronger. I made 
this statement a year ago. It may be re- 
emphasized today for in the past twelve 
months those elements of strength which 
began to appear in 1925 were fully revealed 
and understood. Now we have a_ public 
which appreciates its railroads for the ser- 
vice they give and another public which, 
after deserting them for twelve years, has 

(Concluded on page 684) 
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“That’s the most helpful book 


I’ve seen in years, lom! 


“What book is it?” 


“Why it’s one put out by the Acme Visible 
Record people —‘Profitable Business Control.’ 
I’ve seldom seen a book so complete and so well 
illustrated. I’ve heard a lot, ina vague way, about 
visible records, but this book makes them really 
understandable. We can certainly use them to 
advantage in at least three departments.” 

A great many executives have expressed 
themselves to each other and to us in a simi- 
lar way. And we want to thank them. 

We put a great deal of thought and no little 
money into the preparation of Profitable Busi- 
ness Control. We’re glad to know it’s so useful. 

We believe it’s the most complete, and by far 
the most understandable book on visible records 
now in print. It covers concisely: sales, bank, 


ACME 


VISIBLE 


RECORDS 


199 


credit, purchase, stock, department store, insur- 
ance, club, police, school and telephone record 
installations, and shows actual photographs of 
each type. It will make clear to you just how 
Acme Visible Records can fit into your business 
and make your records far more useful than they 
have ever been. 

The coupon below, 
if filled out orattached 
to your letterhead, 
will bring you acopy Lint, 
of Profitable Busi- able 
ness Control. Send- C ness 
ing for it involves no Ont, tol 
obligation whatso- 
ever. May we for- 
ward one to you? 


ACME CARD SYSTEM COMPANY PES 
116 South Michigan Avenue, Chicago 
Gentlemen: 


You may send me your book You may send your nearest 
“Profitable Business Control” representative to see me 


C] Please write me concerning 
your system for handlin records. 


NAME. 
FIRM NAME 
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Out-of-Town 
Bank Service 


NATIONAL 


in St. Louis is not 
BAN K only adequate, but 
on a scale assuring 


the utmost to every 
correspondent. 


What can we do for 
YOU in the Mid- 
Continental District? 


ST. LOUIS’ LARGEST BANK 


Broadwav—Locust—Olive 


IN ST.LOUIS 
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The Hundred Questions People 
Ask About Wills and Trusts 


By GILBERT T. STEPHENSON 


Vice-President and Associate Trust Officer, Wachovia Bank and Trust Co., Raleigh, N. C. 


Marked Similarity in Questions That Prospects Raise When 


They Consider Making a Will or Creating a Trust. 


Officers 


Should Talk in Homely Terms that the Layman Can Understand. 
Banks Must Avoid Semblance of Office Boy Administration. 


HE questions that people in all sec- 

tions of the United States ask about 

making a will, creating a trust and 

the services of trust companies show 
a marked similarity. 

Recently, endeavoring to learn just what 
queries the prospects for trust services most 
frequently made, I addressed an inquiry to 
rinety-two banks and trust companies, which 
had not less than 175 officers and employees 
actively soliciting ..trust business. Replies 
came from forty-four institutions in twenty 
states, representing every section of the 
country, and listing 600 questions. It was 
clearly shown that people on the Pacific 
coast were interested in the same things 
about wills and trusts and trust companies 
as people on the Atlantic coast; and those 
on the Canadian border had a lively interest 
in the same phases as those on the Gulf of 
Mexico. 

A pertinent fact about these questions 
which are actually being asked of trust so- 
licitors by those who are thinking of mak- 
ing wills, or creating trusts, is that they 
have seldom been discussed at meetings of 
trust officers or in the literature that the 
banks and trust companies publish. They 
indicate to me that banks doing a trust 
business should take heed that they talk trust 
business in the testator’s language and that 
they should conceive of trust service first 
and always in terms of the testator’s needs. 


The 100 Questions 


ROM the 600 questions, I have selected 

100 which, with a brief comment here 
and there, appear to be the practical ques- 
tions that are most frequently asked of 
trust solicitors from coast to coast. 


Definition of Terms 


What do you mean by testator, intestate, per 
stirpes, per capita, dower and courtesy, issue, 
codicil, residuary estate? 

What is the difference between executor and 
See, executor and trustee, bequest and 
evise 

These’ words and phrases are in such 
common use with trust men that we over- 
look the fact that the average man does 
not know their meaning, and that they are 
apt to create the same consternation in their 
minds as my family physician did in mine 
when he told me that my son had furuncu- 
losis, which, being interpreted, meant only 
that he had common boils on his legs. Let’s 
put our friends at ease by explaining these 


terms as we go along. 


Need of Making a Will 


At what age should one make a will? 

Should I make a will if I divide my property 
among my children before I die? 

Should I make a will if I intend for my wife 
to have all my property? 

Should I make a will if my wife and I own 
everything jointly? 


He does not realize the difference between 
joint tenancy and tenancy in common. 

How will my estate be divided if I do not make 
a will? 

Who will settle my estate if I do not make a 
will? 

To show how his estate will be divided 
and who may settle it if he does not make 
a will is usually the strongest argument 
possible for making a will and naming a 
corporate executor. 


Selection of Executor and Trustee 


What are the advantages of a trust company 
over my wife or son or business associate as 
executor or trustee? 

What happens if an_ individual 
trustee dies or becomes incapacitated ? 

Is an individual as co-executor or co-trustee 
acceptable to a trust company? 

What are the duties and responsibilities of the 
individual co-executor or co-trustee? 

In case of disagreement between the trust com- 
pany and its co-executor or co-trustee whose de- 
cision is final? 


Three considerations 
their wives co-executors. The first is to 
compliment them, the second is to give 
them the benefit of association with busi- 
ness men, and the third is to save commis- 
sions; and the least of these is to save 
commissions. 


executor or 


make men name 


What size of estate does a trust company ~~ 
fer to handle? 

Some men think trust companies seek only 
large estates; others, that their estates are 
too large for a trust company to handle. 
They are both mistaken. 


Preliminary Steps to Preparation of Will 


Should I get my business affairs well arranged 
before I make a will? 

Should I od of an inventory of my estate and 
mention my property, item by item, in my will? 

Some men have a feeling of finality about 
making a will, they think they must put 
their house in order before making a will 
and keep it so ever after. The more dis- 
arranged one’s business is, the more he 
needs a will. 


Preparation of Will 


May I draw my own will? 

What provision does a trust company make for 
having wills drawn? 

Why should I have my will drawn by. an attor- 
ney not connected with the trust company? 
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To convince a man who has not a regu- 
lar attorney of the wisdom and, from the 
standpoint of the trust company, the neces- 
sity of having his will drawn by an out- 
side attorney is a real test of salesmanship. 


During Life of Testator 


Who must know that I have made a will? 
Must the witnesses know the contents of my 


will? 

Who keeps my will after it is made? 

Does it have to be acknowledged before a notary 
or filed or recorded? 

Men who are used to making and taking 
deeds think that there are similar formali- 
ties of acknowledging, filing and recording 
wills. To disabuse their minds on this point 
is to remove another of the barriers to 
making a will. 

5 May it be changed or cancelled during my life- 
time? 

May I continue to deal with my property after 
I make my will? 

These questions also indicate the fear of 
formality and finality that deter men from 
making wills. 


Distribution of Estate 


What provision should I make for the im- 
mediate needs of my family? 


This is the most neglected point in wills. 
A recent analysis of eighty well-prepared 
wills naming trust companies executors and 
trustees revealed that in only five of them 
had provision been made for the needs of 
the family during the period of adminis- 
tration. In some cases the family subsists 
on independent income; in others the exec- 
utor has to provide for the family. 


Do I have to treat all my children alike? 

If I wish to disinherit an heir do I have to 
mention his name and give him one dollar? 

May a husband cut out his wife; a wife her 
husband ? 

Is there any way to keep my wife from dis- 
senting from my will, and what would she get if 
she dissented? 

If she dissents, will that upset my whole will? 

What provision should I make for my wife (or 
husband) in case she (or he) remarries? 

Should I leave my wife’s part outright to he: 
or in trust for her? 

What provision should I make for holding my 
home intact? 


There is no more important provision to 
write into a will than the one covering the 
home; yet one could not tell from most 
wills whether or not the testator had a 
home. 

At what age should my son get his part of my 
estate? 

How can I best keep him from running through 


with what I leave him? 
May I leave his part of my estate under such 


(Continued on page 671) 
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As Cartoonists View Passing Events 
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TOWN PREFER To 


TO NAV, | 
REDUCTION 


York Turned Down.—Knott in the Dallas 


At Last!—Sykes in the New 
News 


Not Even a Yelp Left—Sykes in the 
Evening Post 


New York Evening Post 
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We’ve Come a Long Way, But We 
Still See Him.—Ireland in the 
Columbus Dispatch 


We May Have to Move to China Yet. 
—Darling in the New York Herald Can 
Tribune 


Supplying the Sex Appeal.—Johnstone 
in the New York World 


How LN SAM 

DID WE GETALL 

LOADED UP 

$0 MUCH OF THIS 


STOCK OF G 


i? 
Is It a Farming Implement or a Vote 


Catcher?—Page in the Louisville Good Shape-—Darling in the New 
Courier-Journal York Herald Tribune 


Otherwise Our Stock Is in Pretty In Deeper and Deeper—Kirby in the 
New York World 
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PROTECTS CHECKS IN EVERY 
CORNER OF THE GLOBE 


Safe-Guard gives complete protection of 
the payee’s name and amount. Writing 
the amount in words—protects in all cur- 
rency. 


Safe-Guard Check Writers are used and 
endorsed by leading banks and business 
houses throughout the entire world. 


Do you wish further information without obligation? 


If so please write us. 


Safe-Guard Check Writer Corporation 


3 Beekman Street New York City 


When writing to advertisers please mention the American Bankers Association Journal 
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MORE PROFIT PER SALE 


The car buying public is 
giving more attention to de- 
tails of finish and construc- 
tion in coachwork. Compare 
the Improved Star—Four or 
Six—with any car of equal 
price, and you will know 


which way the buyers’ pref- 
erence is swinging 


AGAIN IMPROVED 


Low~cost Transportation 


Improved Four and Six 


DURANT MOTORS, INC., 250 WEST 57th STREET, NEW YORK CITY 
General Sales Department, Elizabeth, New Jersey 
PLANTS: ELIZABETH, N. J. LANSING, MICH. OAKLAND, CAL. TORONTO, ONT. 


Dealers and Service Stations throughout the United States, Canada and Mexico 
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at a Free Hand Does to Bank 


Advertising 


By A. W. DILLER 


Winner of Harvard Award for Advertisement Most Effective in Use of Text 


Harvard Award Goes to Advertisements that Talk Like Human 


Beings. 


Series Based on Interesting Things Found Around the 


Bank. Winner Thinks Bankers Should See Wisdom of Letting 
Experts Decide As to What Is Most Effective Advertising. 


BOUT a year ago an up-state bank 
in New York decided to step away 
from traditional advertising. An 
advertising man with well-rounded 

experience was called in. His first ques- 
tion was, “If I find interesting 
things to say, will I have a free 
hand as to what to say and how 
to say it?” No restrictions were 
imposed. He wandered around 
the bank, note book in hand, ask- 
ing questions right and left. Not 
to miss anything, he attended a 
meeting of the director’s com- 
mittee which passes on loans. 
This personal contact with the 
bank’s activities and an analysis 
of the situation as found led to 
the following recommendations : 

. Prepare a series of advertisements 

to appear weekly in each of the 

local newspapers. 

. Explain the services of the bank 

in an interesting, intimate way. 

Take the reader behind the scenes 

and show him the bank in action. 

. Use headlines which promise infor- 

mation and invite a reading. 

. Bring out the pictorial value of the 

headline words by using the gra- 

phic possibilities of the words 

themselves. 

5. Take sufficient space to tell each 

story in large, readable type. Vary 

the size and shape of the adver- 

tisements to conform to the needs 

of each message. 

These recommendations 
put into effect. 

The advertisements were writ- 
ten in a freer, more friendly, 
more natural tone of voice than 
self-conscious financial institu- 
tions usually adopt. Each adver- 
tisement was based on solid facts 
and made to look like something 
that the average newspaper 
reader would not wish to miss, 
and to hold his interest clear 
through. If an extra inch or 
two of space was needed, it was 
not necessary to call a special 
meeting of the bank’s board to 
pass on the appropriation. 

One evening last November 
about thirty-five of these advertisements 
were spread on the floor of a New York 
apartment. On the whole they looked fresh, 
buoyant and inviting. Each one seemed to 
say something specific. It was decided to 
bundle up this series and send them to the 
Jury of the Harvard Awards, simply as an 


were 


example of what a local bank could do if 
it forgot its traditional dignity and gave 
an advertising man a free hand to talk like 
a human being, to human beings. 

Why the Jury awarded a prize to the 


THEY SAW 
EUROPE 
\ on 


U was the dream of this man and his 
wife to travel abroad. They made their 


dream come true by saving dimes. 


Every time they had a 10 cent piece it went into a little 
bank. Each time the little home bank filled up they deposited 
the dimes in a Special Interest Account at this Bank. 


One fine day this man and his wife set sail for their. six 
weeks trip to the Old World. Old fashioned thrift took 
them there and brought them safely home. 


Though they are people of modest means we count them 
rich—rich in the wealth of wonderful memories which will 


be theirs as long as they live. 


The moral of this true story is quite plain: 


b= better prepared a man is, 
the farther he will go in life as 


well as on vacations: 


Is there any surer way of pre- 
paring for life’s many destinations 
than the methodical habit of put- 
ting aside a definite part of what 
you earn? . 


Make your beginning now. Start 
with a weekly sum—small enough 
for you to be regular about — large 
enough to amount to something 
worth while in a year's time. 


Let us help to start you on your 
way. When you come in please ask 
for the Special Interest Department. 


THE 


MANUFACTURERS NATIONAL 


BANK OF TROY 


Main Office: 


FRANKLIN SQUARE 


Peoples Office: 
604 SECOND AVENUE 


The advertisement which won the Harvard Prize for the 


Best Use of Text 


particular advertisement reproduced on this 
page is not known. Their deliberations are 
a dark secret. But one of the members was 
heard to remark something abcut its “sim- 
plicity and sincerity.” The prize was for 
“The Distinguished Individual Advertise- 
ment most effective in its use of text in any 
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form among the advertisements of 1926.” 
More than 5000 individual advertisements 
from all parts of the country were entered 
for the Awards. 

This local bank was in good company in 
the matter of these Awards, 
other companies honored being 
Procter & Gamble, General Elec- 
tric Co., Rome Wire Co., Pru- 
dential Insurance Co., Canadian 
Pacific Railroad, and Southern 
Cotton Oil Co. At the dinner 
at Harvard, in honor of the 
prize winners, not only this par- 
ticular advertisement, but the en- 
tire series was on display. 

It is hoped that this little effort 
to improve the virility of bank 
advertising may encourage other 
banks to allow their adver- 
tising people more mental lee- 
way. 

If the banker knows more 
about sound banking than the 
advertising man, isn’t it fair to 
assume that the advertising man 
knows more about effective ad- 
vertising than the banker? 


Trust Companies 
Hit by New Law 


HE legislature of Oregon 
passed an act in February 
that prohibits any trust company 
or other corporation, whose offi- 
cers or agents solicit legal busi- 
ness, from being eligible for a 
period of one year after the so- 
licitation for appointinent as ex- 
ecutor, administrator or guardian 
in any courts of the state. Any 
trust company which advertises 
that it will furnish legal advice, 
construct or prepare wills or do 
other legal work for its custom- 
ers is guilty of a misdemeanor 
under the new Jaw and liable to a fine of 
not less than $100 nor more than $1,000, and 
its officers subject to imprisonment in the 
county jail for as long as one year. 
In other states, this year, bills have been 
introdvced seeking to prohibit trust com- 
panies from advertising in a similar way. 


| 
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ing People Think Estate- 


By CHARLES H. MOORE 


Vice-President, Union Trust Company, Rochester, N. Y. 


How One Company Conserves the Time of Its Trust Officer 
By Obviating Needless Interviews. Fallacious Notions About 


Wills and Estates Corrected in Type. 


Giving Simple Facts 


In Pointed Letters Makes Prospect Do Own Thinking. 


N developing trust business, one great 
problem is to get people to think estate- 
wise. 

If the bank or trust company is to 
build up a profitable volume of business, it 
will be virtually impossible for the trust 
officer to do it largely through the medium 
of personal interviews. I am willing to ven- 
ture the opinion that he could fairly spend 
from one to three hours with the prospect 
in unhurried interview. But such an ex- 
penditure of time would obviously not be 
justified as a modern procedure. 

How, then, can the trust officer effect 
economies in polit of time and still wipe 
out the prejudices and build on the facts 
with which the trust prospect may be prop- 
erly informed? Are there practical meth- 
ods of conserving the time of the trust 
officer by obviating the necessity of count- 
less conferences that he may learn the true 
desires of the trust prospect? Can some 
way be devised of eliminating some of the 
wastage of time and talk needlessly dedi- 
cated to the refining of these ideas? 


How to Save Time 


N my opinion the trust prospect can be 

made to do his own thinking by supply- 
ing him with the simple but outstanding 
facts, expressed .in plain, understandable 
terms. May I assume that this article 
deals with the average departmentized trust 
company—not the great metropolitan insti- 
tution or the little cross-roads bank—which 
is catering for the business of the average 
estate? For herein lies volume. In serving this 
average family, the bank will acquire some 
estates very much above the average—the 
estates of the rich; others very much be- 
low the average—estates of meager inven- 
tory. But the work and profits on both 
will offset each other, and I think banks 
generally have learned the fallacy of con- 
centrating their principal endeavors in at- 
tempting to corral only the great estates in 
their several communities. Likewise, they 
realize that they cannot hope to survive by 
handling only very small estates. 

If the bank is wise, it will ascertain with 
some definiteness before it starts out just 
who shall be considered as trust prospects. 
Careful analysis—and the deliberate time 
required to make it—will save much in an 
aftermath of expense and waste. 

Having done this, how are _ institutions 
doing a trust business to get their message 
across—a clear statement of facts that will 
inform each and get each of these individ- 
uals not only to think estate-wise, but will 


cause him eventually to take action that will 
operate to protect his estate interests? 

Ultimately it is realized that trust service, 
to be effective and satisfactory to both pros- 
pect and bank, will require one or more 
interviews with a trust department official. 
With real conscientiousness a bank does 
not seek to deny any of these trust pros- 
pects any constructive helpfulness that it 
fairly can provide—yet if there is, indeed, 
a way that is more direct and resultful, one 
both effective and efficient, why not em- 
ploy it? 


Overcoming Popular 
Prejudices 


T is fair to say that in developing the 

average trust contact, there are two 
features to be met: First the corrective, 
that is to say, overcoming the average 
prejudice which has been produced by the 
story book, the stage, the screen, and by out- 
right superstition whereby there has arisen a 
widespread popular misconception of the 
topic of wills and estates; second, the con- 
structive—by the outlining of modern estate 
service and the application of such service 
to the needs of the average individual for 
his family’s future financial protection. 

If the fallacious notions about wills and 
estates can be corrected and the outstand- 
ing truths can be told by the trust officer 
by word of mouth, cannot these same ideas 
be conveyed no less convincingly—at least 
in a preliminary way—in type; so that when 
the prospect, being informed, advances to 
the stage where he is ready to come to the 
trust officer for an interview, much of the 
required detailed information and explana- 
tion is already understood, and the prospect 
is, indeed, prepared to give some well-con- 
sidered directions regarding the future man- 
agement of his estate—although, of course, 
he may still require somewhat more in a 
way of specific information to adapt his 
plans to feasible methods of procedure. 

This may effectively be done. In fact, 
probably many banks and trust companies 
now are doing this very thing. But do not 
many of us fall into the error’ of discuss- 
ing the technical elements rather than the 
simple facts? Does our informative litera- 
ture tend to confuse rather than simplify 
the plain facts? Has our appeal been pri- 
marily the setting up of some terrifying 
bogies? If so, this attitude begets not the 
spirit of confidence, but actually produces 
added fears, timidity and more reticence. 

If our approach is intended to inspire 
confidence, our attitude must be that of a 
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champion fighting against any of the nu- 
merous enemies that operate to deplete 
estates. 

Probably the experience of bankers shows 
that if we deliberately discuss the simple 
facts about estates and trusts, none is more 
enthusiastic to apply the constructive sug- 
gestions than the very trust prospects who, 
in the main, have misunderstood or mis- 
conceived the real facts about applying cau- 
tion and methods of conservation for the 
management of family funds. 


What Should Be Told? 


HAT facts, if simply told, will inter- 

est and inform the trust prospect and 
likewise urge him to begin doing some con- 
structive thinking estate-wise on his own 
account ? 

It is possible that some observations out 
of our bank’s experience may prove adapt- 
able to plans which an average size trust 
department may have under way for the 
development of estate business. 

Our trust department has during the past 
few years sent out a series of typed letters 
directed to a picked list of trust prospects. 
The kernel of the contents of one is the 
question: “Just what is going to happen— 
if I fail to leave a will?” followed by ob- 
servations aimed to stimulate some real con- 
structive thinking on the part of the reader. 

Other letters, in series, supplementing this 
idea, have developed simple, straightfor- 
ward answers to questions like the follow- 
ing: How, indeed, do I want my estate 
to be divided? When designating the exec- 
utor of my will, I can name a relative, a 
friend, or a trust company. Which should 
I do? How much do inheritance taxes 
amount to? For handling an estate, just 
how much does Union Trust service cost? 
What is going to become of my life insur- 
ance—eventually? How does a life insur- 
ance trust work? 

The preparation of these letters, and the 
folders and cards, which conveyed supple- 
mentary information on these questions was 
not attempted, of course, until the whole 
field of personal trust service had been 
carefully analyzed first and an exhaustive 
search had been made to select—solely from 
the prospect’s viewpoint—questions he might 
most naturally ask, then to answer them 
briefly in layman language. It seems quite 
reasonable, too, that some trust question 
which might make a timely appeal to one 
prospect probably would not to another. 
But if, serially, we fairly reflect each trust 

(Continued on page 677) 
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NATURAL GAS 


and millions to use tt 


In Ohio, Kentucky, West Virginia and Penn- 
sylvania—a great industrial and agricultural 


population on the one hand and valuable de- 
posits of natural gas on the other are brought 
together. Here is the heart of the great Appa- 


lachian natural gas region, and here are 
millions of homes and industries which burn 
natural gas because it is a highly efficient, eco- 
nomically priced fuel, reliably served. 


ColumbiaGas& Electric Corporation through 
subsidiaries supplies gas to more than a mil- 
lion customers in this great market, and elec- 


tricity toa quarter-million. It represents a rare 
combination of super-fuel and super-power. 


A copy of the Annual Report for 1926, shortly to be issued to 
. stockholders, will be sent, upon request, to others interested. 


COLUMBIA GAS & ELECTRIC CORPORATION 


OFFICE of the O 61 BROADWAY 
PRESIDENT NEW YORK 


When writing to advertisers please mention the American Bankers Association Journal 


Kalamaz 00 Loose Leaf BinderCo., 
Kalamazoo, Michigan | 


Gentlemen: Send me the pam-| 


phlet describing series of Bank | 
Register Forms. 


Name 


Address 
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Maximum 
Information: 
Minimum Labor 


No unnecessary writing of figures, yet 
complete, quickly located information is 
made possible through Kalamazoo Bank 
Register Forms. Uniform in size, color 
and arrangement, it is possible to combine 
all in one loose leaf binder, or divide 


- among the various departments to the best 


advantage for reducing clerical labor. 


Just sign your name on the attached cou- 
pon, and we will send you an illustrated 
pamphlet describing fully the applications 
and advantages of this new series of Bank 
Register Forms. 


In addition to ruled and printed sheets for 
various bank records, this Company manu- 
factures loose leaf devices, mechanical 
accounting equipment, and lithographed 
statements, deposit slips and checks. Com- 
plete catalog of Kalamazoo equipment 
sent on request. 


KALAMAZOO LOOSE LEAF BINDER CO. 
Factories at Kalamazoo, Mich., and Los Angeles, Calif. 
Sales Offices in Principal Cities 


LOOSE-LEAF-DEVICES-AND 
ACCOUNTING-SYSTEMS 


KALAMAZOT) 
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Senate Orders Investiga. 
tion Made 


66 THOROUGH investigation al- 
leged lobbying activities” in connec- 
tion with the McFadden banking bi!l was 
ordered by the United States Senate shortly 
before adjourning on March 4. : 
Senator Glass, of Virginia, who spon- 
sored the resolution calling for the inquiry, 
told the Senate that there had been “per- 
sistent rumors about the Capitol of lobby- 
ing activities of an illicit and culpable 
nature” and that it had been stated that “g 
sum considerably in excess of $100,000 has 
been expended by a certain group of bank- 
ers in behalf of what were known as the 
Hull amendments.” 

These are the amendments which were 
sponsored by the so-called “Committee of 
One Hundred” and which the American 
Bankers Association declared against in a 
resolution adopted at the annual convention 
in Los Angeles last fall. 

Referring to the Committee of One Hun- 
dred, Senator Glass said the rumors had 
gone so far as to suggest that “a paid lobby- 
ist of this group had employed members of 
Congress identified with this legislation to 
go out and make speeches in behalf of cer- 
tain provisions of the bill.” 

When the matter was discussed on the 
floor of the Senate in February, Senator 
Wheeler of Montana suggested that the in- 
quiry should embrace also an investigation 
of the American Bankers Association “from 
top to bottom.” Senator Glass said it was 
purposed to do this. 

The American Bankers Association’s ac- 
tivities in behalf of the McFadden bill were 
legitimate and regular and as far as it is 
concerned it welcomes any investigation. 


Cost of Living Seems to 
Be Going Down 


HE cost of living appears to be going 
down. 

Government figures show that there was 
a decline of nearly 6 per cent in the average 
of wholesale prices during the year, bring- 
ing the general level to the lowest point 
since July, 1924. The decrease in all com- 
modities from December of 1925 to Decem- 
ber, 1926, was 5.7 per cent. All groups of 
commodities, except fuels, dropped, the 
largest being in the miscellaneous group. 
The percentage of decrease in the various 
groups was as follows: Farm _ products, 
12.5; foods, 3.8; clothing materials, 9.6; 
metal and metal products, 3; building ma- 
terials, 2.2; chemicals and drugs, 5.1; house- 
furnishing goods, 4.2; miscellaneous, 14.4 
per cent. 

This decline in wholesale prices has not 
been reflected in a proportionate decline in 
retail prices. The index compiled by the 
National Industrial Conference Baard 
shows a decline of only 1.7 per cent for the 
same period. 

“With the possibility that the general level 
of industrial operations may be somewhat 
lower in 1927 than in 1926, a further easing 
of prices would not be unexpected, but 
barring a let-down in business of unexpected 
proportions such declines should be grad- 
ual,” the National City Bank letter states. 
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Hundred Questions 
(Continued from page 663) 


terms as will make it an incentive to industry 
and economy and good habits? : 

May | fix my will so that his share of my 
estate will not be subject to his debts? 

Should my daughter get her principal at a cer- 
tain age or should it be held in trust for her for 


ife? 
ee can I protect her against a spendthrift 


husband? 


In asking these questions the testator is 
seeking advice on the fundamentals of wills 
and trusts. He wants to know his parental 
duty, not his legal rights.. This offers a 
trust officer his supreme opportunity for 


service. 


How can I give my wife and children the full 
benefit of my estate and yet make sure that it will 
stay in my family in case my wife should remarry 
or my children should die without issue? 

How long can I tie up my estate for the benefit 
of my descendants? d 

Should I make my gift to charity direct or in 
trust?; now or at the end of life estates for my 


heirs? 
Cost of Trust Company Service 


What are your charges for helping me fix my 


vill ? 
: What will the attorney charge me for drawing 


a will? 

What will the trust company charge for settling 
my estate? 

How do the charges of a trust company compare 
with those of an individual executor or trustee? 

If I name a co-executor or co-trustee, are the 
commissions divided? 


In my experience I do not recall an in- 
stance in which I thought the prime motive 
of the testator in naming an individual co- 
executor was to split the commissions. Our 
company welcomes the wife or son as co- 
executor, but it makes it plain that the 
commissions will not be split. 


In case of litigation over my estate who would 
fix and pay the attorneys’ fees? 

Are there any extra charges in connection with 
settling an estate? 

Does a trust company make any profit in addi- 
tion to its commissions out of handling an estate? 


This question is a carry-over from the 
day when some trust companies charged 
a commission or bonus on trust funds loaned. 


Does a trust company immediately convert assets 
into cash, pay the debts, and settle the estate even 
at a sacrifice in order to get its commissions? 

Does a trust company ever delay the settlement 
of an estate in order to make further profits out of 
handling the funds? 

Does a trust company take commissions on the 
sales of real estate; on the re-investment of 
funds? 

Does a trust company pay rent agents commis- 
sions for collecting rent on real estate and take 
commissions on the rent collected? 

When does the trust company receive its com- 
pensation ? 

Will a trust company make a definite contract 
about compensation? 


Our company has a definite schedule with 
graduated rates for all its major trust ser- 


vices, which has worked with much satis- 
faction. 


Business Management by Trust Company 


How can a trust company carry on a_ business 
and keep it intact for a child or grandchild? 

In what way does it supply technical knowledge 
required in carrying on a business? 
_ To what extent does a trust company keep 
in touch, by having representation on their boards, 
with companies in which it has stock? 

Can a trust company as executor and trustee bor- 
Tow money on the credit of an estate to finance 
a business owned by the estate? 


In comparatively few wills is the executor, 
as distinguished from the trustee, given 
ample power to finance and carry on busi- 
hess enterprises during the year or years 
required to settle the estate. 


How can a trust company advantageously handle 
property at a distance? 


Investment Policy of Trust Company 


_ What is the policy of a trust company as to sell- 
ing immediately or holding for more favorable 
prices properties taken over? 


The power to retain original investments 
pending a favorable market should be clear- 
ly set forth in the will. 


Does a trust company purchase trust invest- 
ments from its own bond department or securities 
company? 

Should a trust company be limited to legal in- 
vestments? 

If it is not so limited, what kind of investments 
does it actually make? 

What plans has it for selecting and reviewing its 
trust investments? 


Income From Trust Estates 


What rate of income does a trust company earn 
on trust funds? 

How often does it make payments of income to 
the beneficiaries? 

Does it guarantee a certain rate of income? 


The one who asks this question has in 
mind the rate guaranteed by life insurance 
companies; in answering it the trust com- 
pany representative must be careful to ex- 
plain the difference between the income 
earned by a life insurance company and a 
trust company without prejudice to the case 
of either. 


To what extent does it permit anticipation of 
income? : 

How does it meet the living expenses of the 
beneficiaries in case of temporary failure of in- 
come? 


Safety of Trust Company Administration 


What effect would the failure of the trust com- 
pany have upon the estate or trust? 

Is a trust company required to give bond to 
protect its trust assets? 

Does it guarantee the principal of its trust in- 
vestments? 

If it makes a bad investment, who stands the 


loss? 

To what extent does it keep its bank resources 
and trust assets separate? 

What guarantee has one of the faithful per- 
formance by the officers and employees of a trust 
company of their duties in connection with estates? 


The asking of a question sometimes crys- 
tallizes a doubt. It is well, therefore, to an- 
ticipate the question and answer it without 
waiting for it ever to be formulated into 
words. 


Permanency of Trust Company 
Administration 


If a trust company should go out of business 
he would become of the estates and trusts it 
e 


The frequent mergers and consolidations 


give rise to this question. 
Who successor executédr or 
trustee? 
What assurance has one that the present policies 
of a trust company will be continued after the 
present executives are gone? 


would name a 


This is the question that addresses itself 
primarily to boards of directors. 
Can one, by his will give his wife power to 


terminate a trust or to change trustees in case 
the one named is not satisfactory to her? 


Personal Element in Trust Service 


What assurance has one that the present trust 
officers will be succeeded by men who inspire equal 
confidence in the administration of trusts? 

There is an element of flattery in this 
question; but then, too, there is genuine con- 
cern as to the characteristics of the trust 
officer who is to deal with and handle the 
affairs of loved ones. 


To what extent is the handling of estates and 
trusts turned over to subordinates? 


Our Resources 


Pay Your Loss 


ond AND 


EW financial institutions 
are fortunate enough to 
escape losses through defal- 


A banker’s blanket 
bond affords adequate pro- 


cation. 


tection at moderate cost— 
and your loss is paid out of 


our resources. 


May we have our agent in 


your city give you the facts? 


United States Fidelity 
and Guaranty 
Company 
BALTIMORE, MARYLAND 


Over 7,500 Branches and Agencies 
in United States and Canada 


% 
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The appearance of having “office boy ad- 
ministration” is a thing that the “metropolj- 
tan trust companies particularly must be on 
their guard against. 


How does a trust company deal with such per- 
sonal matters as living expenses, discipline, and 
schooling ? 

one names a trustee for his children does 
he need to name a guardian also? 


Discretionary Powers 


Who exercises the discretionary powers of 4 
trust company as trustee as to paying over 9; 
withholding principal?; as to anticipating or ac 
cumulating income? 


here O cers | The fear of “office boy administration” 
| also gives rise to this question. 


Will a trust company be strict or liberal in the 
exercise of such discretionary powers? 

[alk } Our Lan ud e Whenever a testator asks me whether ow 

trust company will be strict or liberal in thc 

exercise of its discretionary power, I am 

disposed to counter by asking, “How do you 


want us to be?” 


What protection is there against the abuse of 
such discretion? 
Is it feasible to require the trustee to consult 


e e | 
This institution has accounts } with a named individual, as my wife, before ex. 
ercising such discretion? 
| May one leave his estate in trust for his wife 


representing all lines of busi- | Sita 
ness and maintains 120,000 , 
| What are the different taxes that are levied 
virtuall at wi e the amount of these taxes for an 
credit es covering y estate of a given size and kind? 


What can one do by will to avoid or lessen such 
taxes? 


Inheritance Taxes 


every umportant business name Every trust officer should be a tax expert 
in the Unit j States. No t- on should have easy access to a tax 


Life Insurance 


ter what your problem, there is 


What has an executor to do with life insurance 
payable to my wife or other named beneficiary? 

To what extent should life insurance be made 
payable to my estate? 

May I in my will make a trust fund of my life 


stand itand“talk your language” insurance? 


There is so much lappage between life in- 
surance and trust business that life under- 
writers and trust men should have a work- 
ing knowledge of the service of each other. 


some officer here who can under- 


Settlement of Estate 


How long does it take to settle an estate? 

How often and to whom does a trust company 
have to render accounts? : 

What rights have the beneficiaries as to in 


The CONTINENTALand 
€ . An ungrudging open-door policy to those 
| who have a right to enter and see for them 
j selves removes barriers of prejudice and 

B : N KS makes friends for trust companies. 


Would Popularize Services 
CHICAGO M***. of these are not orthodox trust 


service questions. That is, they art 
not the supposititious questions that trust 
| men sometimes ask and, having asked, pro- 
RESOURCES HALF A BILLION—AND MORE | ceed to answer to the great advantage of the 
trust company. Instead, they are the ques 
tions that men and women who are inter- 
ested in making wills and naming trust com 
panies executors and trustees are asking the 
country over of us who solicit trust bus! 
ness. They call forth the information sought 
by people who are not lawyers or trust 
officers. 

Satisfactory answers to these questions— 
and every one of them can be answered to 
the satisfaction of fair-minded men—will 
greatly popluarize corporate trust service. 


| | 
| 
| 
— 
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A Form Letter 


URING the debate on the McFadden 

bill in the Senate Senator Wheeler of 
Montana seized upon two ordinary, inno- 
cent, legitimate circular letters issued from 
the office of Thomas B. Paton, General 
Counsel of the Association, and presented 
them to the Senate—things discovered— 
evidences of sinister doings. 

In the following telegram to Senators 
Pepper, McLean and Glass, and which was 
printed in the Congressional Record, Gen- 
eral Counsel Paton explained the nature 
of the two letters: 

“Learned through Associated Press last 
night that Senator Wheeler yesterday in 
Senate criticised a circular issued by Com- 
mittee on Federal Legislation of the Ameri- 
can Bankers Association urging support of 
the banking bill, which stated that certain 
Senators who were trying to filibuster 
against the bill should be reached specially 
and also that the general counsel of the 
Association had written a letter to Repre- 
sentative Hull offering to give him legal 
business, the plain inference from which 
was that the Association was trying to un- 
duly influence Mr. Hull when he was fight- 
ing for the Hull Amendments. 

“Permit me first to defend the circular 
and secondly to deny not only the inference 
but that any personal letter was ever writ- 
ten to Congressman Hull, the letter referred 
to being an identical Hoovenized form let- 
ter forwarded to 20,000 attorneys through- 
out the United States. 

“The sending of the circular to members 
of our Federal Legislative Council in each 
state informing them of the situation in 
Washington and asking them to urge Sena- 
tors to take immediate action was an open 
and legitimate method of calling upon mem- 
bers of the Association to do what they 
could legitimately in support of the Asso- 
ciation’s legislative policy, which method is 
similar to that adopted by many other or- 
ganizations, and the request that three Sena- 
tors should be reached specially simply 
meant that members should endeavor by 
honest argument to induce such Sexators to 
allow the bill to come to a vote. 

“Any inference of undue or imp per in- 
fluence is entirely unfounded. 

“Concerning the alleged letter to Con- 
gressman Hull, our Legal Department, as a 
valuable service to members who frequently 
write or wire asking for recommendation of 
an attorney to prosecute a claim in a certain 
city, has established a list of reliable bank 
attorneys whom it can recommend and in 
the compilation of this list, 20,000 identical 
form letters were issued to attorneys, one 
of which it now appears was addressed to 
M. D. Hull. This fact I ascertained only 
this morning. 

“It is regrettable that an unjust imputa- 
tion of undue influence should be based upon 
a mere form letter.” 


New Reserve Bank Branches 


The Federal Reserve Board has author- 
ized the opening of a Charlotte, N. C,, 
branch bank of the Federal Reserve Bank 
of Richmond and the opening of a San 
Antonio, Tex., branch by the Dallas Re- 
serve Bank, 
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PARAPHRASED PROVERBS 


Fortune Favors Banks 
which make an 
Effort to Improve 
their Facilities 


Faith in good luck and appeals 
to high heaven cannot be de- 
pended upon to solve collec- 
tion problems. 


Send your business to a bank 
where to practical, everyday 
collection service are added: 


Continuous day-and-night 
operation 


Direct routing of items 


Country-wide connection 


Prompt advices 


Official supervision 


All items received at par. 


THE 
PHILADELPHIA-GIRARD 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits. .. .$28,400,000 
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The Condition of Business 


February Brought the Usual Seasonal Expansion in Many 


Lines. 


March Will Be a Test Month. The Diversification 


of Business and the Practice of Hand-to-Mouth Buying the 
Best Hope for Stability. The Prospect for Sound Prosperity. 


HE month of January, as confirmed 

by statistical evidence now availa- 

ble, was characterized by industrial 

production somewhat below normal. 
February brought the usual seasonal expan- 
sion in most lines that had been rather anx- 
iously awaited. March will give an outline 
of the agricultural prospects, will open up 
spring wholesale and retail trade, and will 
show whether the expansion in industry, 
augmented by building construction and 
other out-of-door activities, is justified in 
continuing. It will be a test month to de- 
termine whether the current year’s husiness 
can be maintained at or near the record 
level of 1926. 

Opinions of bankers, manufacturers, mer- 
chants, economists, etc., express views that 
seem to diverge considerably, the same as 
current reports of “trade irregularity,” 
Many authorities feel as optimistic regard- 
ing general business as they were at the be- 
ginning of the year, or even more so; some 
in this class have not altered their optimistic 
attitude for several years, and have been 
justified. Creditmen, when reviewing their 
customers’ financial statements covering 
1926 and making commitments for 1927, 
express the expectation, in the majority of 
cases, that it will be “an excellent year.” 
This expectation is naturally, on the part 
of the banker, mostly a hope, but, it is be- 
lieved, a sincere and_ reasonable one. 
Whether or not the year does turn out 
profitably for the customer is the latter’s 
own concern primarily. 

Other observers, however, are not at all 
optimistic regarding the outcome of the 
present year. They point to the big drop 
in new building and automobile production 
as marking the end of the booms in those 
two lines that have been such important 
factors in our prosperity of recent years. 
The continued decline in commodity prices, 
they say, is narrowing the margin of profit 
to the vanishing point, and the wage reduc- 
tions which will be inevitable are likely to 
come only after labor struggles including 
strikes and unemployment, the first crisis, 
in coal, being set for April 1. Under these 
circumstances the industrial machine, geared 
to high production, could easily run amuck, 
while competitive wars among the stronger 
elements would be disastrous to the small 
enterprise. 


A New Factor for Stability 


ETWEEN these extreme views, both 
of which are possible and _ logical 
though not convincing until more of the 
near future becomes visible, there is a mid- 
dle ground, based on what might be spoken 
of as a new characteristic of modern busi- 
ness, namely, its broad diversity. 
In the past the cycles of prosperity and 


depression came at intervals of from three 
to ten years, brought about by business ex- 
pansion and culminating in real estate 
booms, the depression starting when the 
available credit structure of our old bank- 
ing system was stretched to the limit and 
high money rates checked further progress 
and toppled the security markets. The op- 
eration of these cycles and their history are 
both so well known that no description is 
necessary. 

Now, however, American business has so 
broadened its scope; agriculture and the 
production of raw materials have been sup- 
plemented by factories making an endless 
variety of finished goods; foreign trade on 
a tremendous scale has been built up. As 
to the banking system, it is entirely different 
and can hardly be compared with the inade- 
quate and inelastic system of the past. The 
broadness of business today may very likely 
enable the readjustments in this line and 
that, both upwards and downwards, which 
are necessary from time to time, to be ef- 
fected without seriously disturbing the ag- 
gregate volume of all business. 

The stock market is an example of such 
a condition, where the great number of new 
security issues offered to the public during 
the last few years has made it rather too 
big to be affected much by ordinary hap- 
penings or by the manipulations of specu- 
lators. Individual stocks will move up and 
down, and groups of special industries, but 
without raising or lowering the entire mar- 
ket. 


Hope for Stability 


breadth and complexity of business, 
fortified by the established custom of 
hand-to-mouth buying, appears to be the best 
hope for stability. Certain readjustments 
must come this year, as in every year. A 
fair degree of balance continues among the 
various major divisions, and decreased out- 
put in one field often diverts capital and 
labor to new enterprises. Money rates are 
moderate and the Federal Reserve System 
holds gold reserves that would provide for 
a credit expansion of many billions of dol- 
lars if this should be needed. 

Such a situation makes for good sound 
business, keen competition, profits for the 
capable unit and failure for the marginal 
producer. This is “sound prosperity” that 
will endure and will benefit the great ma- 
jority of our people. It is the most de- 
sirable economic state. 


1927 Production Behind 1926 


OLLOWING is a table showing for the 
principal industries the percentage change 
in the January, 1927, production compared 
with January, 1926. In a few lines the 
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statistics are not available until the second 
month following, in which cases the De- 
cember, 1926, figures are used comparing 
them with the corresponding month of 1925. 
The general recession in industry began in 
October, 1926. 


Production in Leading 
Industries 


(January, 1927, compared with January, 1926) 
Metals 


Pig iron production 
Steel ingot production 
Copper production 
Lead production 
Zine production 


Machinery 


Automobile production 
Truck production 
Freight cars ordered . 
Locomotives ordered . 
Machine tools ordered 


Building and Materials 


Contracts awarded, area 
Contracts awarded, value .... 
Road building contracts 
Lumber production 

Cement production 


Coal and Oil 


Bituminous coal mined 
Anthracite coal mined 
Crude oil production ... 
Gasoline production 
Lubricating oil production 


Textiles 


Cotton consumption 
Wood consumption . 
Silk consumption 
Rayon production 


Leather and Shoes 


Sole leather production 
Upper leather production 
Shoe production 


Meat Packing 


Cattle slaughtered 
Calves slaughtered 
Swine slaughtered 
Sheep slaughtered 


Foodstuffs 


Wheat flour production 
Sugar meltings 
Cottonseed oil refined 


Tobacco 


Cigarette production 
Cigar production 
Smoking, chewing, snuff 


Miscellaneous 


Rubber tire production 
Newsprint output 


Per Cent Change 


+3700 


* 
+ 


*December figures (latest available) compared. 


(1) Strike settled Feb. 12, 1926. 


These figures tell their own story—an 8 
per cent reduction in steel production, 27 
per cent in automobiles, although trucks 
were 10 per cent ahead, 19 per cent decline 
in building, 17 per cent increase in crude oil 
production, resulting in general price cuts 
last month, an improvement .in all four 
branches of textiles, also shoe and leather, 
and tobacco. Sugar meltings were below 
last year due to Cuba’s restriction that 
grinding must not begin until Jan. 1. Crude 


8.3 
+-6,2 
—27.8 
A108 
+49.0 
—15.7 
—19.1 
—19.3 
+4.5 
#1936 

. *+17.8 
*__4 3 
. *_0.8 
“417.1 
| +4.7 
—1.9 
| —3.0 
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Announcing the consolidation of the 


COLUMBIA NATIONAL BANK of PITTSBURGH, PA. 


with 


THE BANK OF PITTSBURGH NATIONAL ASSOCIATION 


effective March 7th, 


19237. 


A step in keeping with the trend of strong institutions to merge 
in the interests of greater efficiency and larger service. 


This consolidation will give to The Bank of Pittsburgh N. A., the 
oldest bank in America west of the Allegheny Mountains, total 


deposits of 


$65,000,000 


The officers and personnel of the Columbia National all become 
associated with The Bank of Pittsburgh N. A., and send greetings 
to their many friends throughout the country, soliciting a continu- 
ance of their present cordial relationships. 


| ™”National 


petroleum output during the week ended 
Feb. 26 reached an average of 2,486,350 
barrels daily, a new high record for all time 
and 29 per cent ahead of a year ago. 


Treasury March Financing 
Planned 


HE treasury has begun consideration of 

the program of government financing 
in March. Present indications point to an 
offering of one-year certificates of indebted- 
ness in the amount of about $400,000,000. 
Despite conditions in the money market 
making long-term financing by the govern- 
ment apparently profitable, the present struc- 
ture of the public debt seems to point to 
continued borrowing by means of short- 
term issues for some time. 

The present situation in the money mar- 
ket holds out the promise that the govern- 
ment will be able to push down its rate in 
the March financing. Treasury certificates 
issued in December carried a rate of 3% 
per cent, a decline from the preceding issue 
which was at 3% per cent. Generally easy 
money would indicate that the Treasury 
may be able to get its rate down to 3 per 
cent in March. However, Treasury delays 
fixing its rate until the last minute so that 
forecasts of this factor are contingent upon 
conditions in the money market during the 
first week in March. Announcement of 
the offering will be made about March 7. 

A statement made public on Feb. 21 by 
the Internal Revenue Bureau showed that 


internal 


The 1810 


Bank of Pittsb 


revenue receipts for the seven 
months from July 1, 1926, to Jan. 31, 1927, 
amounted to $1,468,547,737, compared with 
$1,442,604,467 in the same period one year 
before, or an increase of $25,942,829. 

Income tax collections for the period 
were $1,085,565,467, against $880,758,842 a 
year ago, or an increase of $204,806,626. 
Miscellaneous taxes were $382,982,269, com- 
pared with $561,846,065 a year ago, a de- 
crease of $178,863,796. This decrease was 
due to the fact that some of the taxes were 
abolished or decreased. 


Bond Market 


February the volume of new 
security offerings fell considerably be- 
low January and below February of a year 
ago. Prices showed little fluctuation, and 
as measured by the Wall Strect Journal 
averages are at or near the record high 
and approximately two points above the 
levels of March, 1926, for each of the four 
groups, including first-grade rails, second- 
grade rails, public utilities and industrials. 

Aggregate par value of bonds and notes 
falling due in March is $72,428,300, which 
compares with the huge total of $214,011,- 
710 in February and $54,482,620 in March, 
1926. The largest item is a $25,000,000 note 
of the Chicago, Milwaukee & St. Paul Rail- 
road Co., due to the United States Govern- 
ment and bearing 6 per cent interest, the 
final disposition of which rests with Con- 
gress and is still pending. Little new 
financing is contemplated in meeting the 
other maturities, many of which are serial 
notes. 


SSOci ssociation™~ | 


Major new issues during February were 
as follows: 


$95,000,000. Missouri Pacific RR. Co., Ist & ref. 
—— F 5s, due 1977, price 100, to yield 5 per 


$60,000,000 Aluminum Co. of Amer., s.f. deb. 5s, 
due 1952, price 100, to yield 5 per cent. 

$40,000,000 Associated Gas & Elec. Co., conv. deb. 
5¥%s, due 1977, price 95%, to yield 5% per cent. 

$27,500,000 Republic of Chile, ext. s.f. 6s, due 
1961, price 93%, to yield 6% Pa cent. 

$25, 000, 000 Province of New South Wales, Aus- 
tralia, ext. s.f. 5s, due 1957, price 96%, to yield 
5% per cent. 

$24,000,000 Standard Power & Lt. Corp., deb. 6s, 
due 1957, price 99%, to yield 6.03 per cent. 

$20,572,000 Chicago & North Western Ry. Co., Ist 
& ref. 4%s, due 2037, price 95, to yield 4.74 per 
cent. 

$20,000,000 Interstate Power Co., Ist 5s, due 1957, 
price 97%, to yield 5.16 per cent. 

$15,000,000 Cities Service Co., ref. deb. 5s, due 
1966, price 9134, to yield 5.52 per cent. 

$14,000.000 Republic of Bolivia, ext. sec. 
1958, price 934, to yield 7.12 per cent. 

$11,500,000 Milwaukee Gas Light Co., Ist 4%s, 
due 1967, price 933%, to yield 4.85 per cent. 

$11,000,000 Community Power & Lt. Co., Ist col. 
5s, due 1957, price 95%, to yield 5.30 per cent. 

$10,000,000 J. L. Hudson Co., 5 per cent serial 
notes, due 1930-1936, prices to yield 4.85-5.02 
per cent. 

$10,000,000 Los Angeles Gas & Elec. Co., conv. 
deb. 5%s, due 1977, price 9814, to yield over 5 
per cent. 

$8,000,000 Fairbanks, Morse & Co., s.f. deb. 5s, 
due 1942, price 97%, to yield 5%4 per cent. 

$7,500,000 Inter. Rys. of Central Amer. Ist & 
ref. 6%4s, due 1947, price 92, to yield 7% per 
cent. 

$7,500,000 Interstate Power Co., deb. 6s, due 
1952, price 98%, to yield 6.10 per cent. 

$6,500,000 Southwestern Lt. & Power Co., Ist 
series A 5s, due 1957, price 97, to yield 5.20 
per cent. 

$6,000,000 Province of British Columbia, Canada, 
4% per cent pte bills, due 1929, price 100, 
to yield 4% per cent. 

$5,800,000 Northwestern Public Service Co., Ist 
series A 5s, due 1957, price 96%, to yield 5% 
per cent. 

$5,500,000 Sun-Maid Raisin Growers Assn., Ist 
s.f. 6%s, due 1942, price 98%, to yield 6.65 
per cent. 


7s, due 
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As a Chemical Depositor 
you will find that this 
Bank is just as interested 
in holding your account 
as it was in securing it! 


IN FACT, MORE INTERESTED, BECAUSE 
THERE’S MORE OCCASION FOR IT. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUEat FORTY-SIXTH STREET 


$5,500,000 Roosevelt Hotel, s.f. deb. 6s, due 1947, 
price 99, to yield 6.05 per cent. 

$5,184,000 City of Newark, N. J., serial 4%s, due 
1928-1967, prices to yield 3.85-4.05 per cent. 

$5,100,000 City of Jersey City, N. J., tax reve- 
nue 4-4%4s, due 1930, prices to yield 4 per cent. 

$5,000,000 Seaboard Air Line Ry. Co., Ist & 
cons. series A 6s, due 1945, price 9834, to yield 
6.10 per cent. 

$5,000,000 Shawmut 
debenture 4%s, due 
priced at par 


Bank 
1942 


Investment Trust, 


and 5s due 


Seek to Strengthen 
Montana Banking Code 


A banking code for Montana has 
been presented to the state legislature 
by the Legislative Committee of the Mon- 
tana Bankers Association. One of the fea- 
tures requires a state chartered bank to 
carry 25 per cent of its profits to surplus 


1952, 


until the surplus equals 50 per cent of the 
capital. No dividend can be declared or 
paid while any item among the ledger as- 
sets is properly classified as a bad debt. 

If the proposals are adopted by the legis- 
lature there will be a great many changes 
made in the existing law, to the end that 
banking may be made more safe. R. O. 
Kaufman, vice-president of the Union Bank 
& Trust Company of Helena, was chairman 


of the committee which drafted the pro- 


posed amendments to the banking code. 


Gene rise of the United States as a world 
money power is seen in the recent $25,- 
000,000 loan to New South Wales. It was 
the first loan ever made by American bank- 
ers to this political entity, as all of the New 
South Wales’ financing had previously been 
handled in London. 


Market for Trust 
(Continued from page 655) 


investments, brought this comment from Mr 
Smith: 

“The average diversification of investment 
between the equity type of security (the 
stock) and the contractual type of security 
(bonds) by a sample group of individyal 
investors presumably represents how a ‘pru- 
dent investor’ will distribute his funds when 
the motive is his own profit and the funds 
are his own property.” Authorities on the 
law of trusts hold that the trustee shall 
make his investments of funds held in trust 
accord with that of a “prudent investor” 
on behalf of the beneficiary; but the spe- 
cific limitations of the law force the fidu- 
ciary to depart from the policy of a “pru- 
dent investor” to a degree here reflected 
or manifested by the actual difference in 
practice between investment policy of indi- 
viduals and that of corporate fiduciaries, 
In fact, the practice of corporate fiduciaries 
with respect to diversification between stocks 
and bonds as shown by these returns is very 
nearly the opposite from that of individuals 
seeking their own interests. 

In other words, the individual is disposed 
to take a chance in the hope of obtaining 
a larger profit, while the trust company 
must stick to safe and sound investments 
that will produce the highest yield con- 
sistent with reasonable safety. 


What Sells Services 


I the results obtained by banks answer- 
ing the questionnaire in regard to the 
most effective method of obtaining trust 
business may be regarded as representative 
of the experience of all trust institutions, 
personal solicitation ranks first with news- 
paper and magazine advertising as a close 
second. 

The banks were requested to indicate the 
relative effectiveness of seven methods: 
(1) Advertising in newspapers and maga- 
zines; (2) cooperation of affiliated institu- 
tions; (3) direct mail; (4) personal so- 
licitation; (5) cooperation of present cus- 
tomers; (6) special pamphlets, and (7) co- 
operation of stockholders and directors. 

Personal solicitation was found to be su- 
perior to any other single method in the 
promotion of corporate trust services, being 
given a superiority index rating of 22 per 
cent. The cooperation of stockholders and 
directors ranked second with 18 per cent, 
and the cooperation of present customers 
third with 17 per cent. 

Direct mail, with a rating of 20 per cent, 
was found to be most effective in promoting 
personal trust services, with personal solici- 
tation second with 19 per cent and news- 
paper advertising third with 17 per cent. 

Personal solicitation was far in front as 
the most effective means of promoting bond 
department services with a rating of 24 per 
cent, newspaper advertising second with 20 
per cent, and direct mail third with 19 per 
cent. 

In promoting the sale of banking ser- 
vices, newspaper advertising was rated as 
most productive with 21 per cent, while 
personal solicitation was second with 20 per 
cent, and the cooperation of present cus- 
tomers third at 18 per cent. 
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German Bourse 
(Continued from page 652) 


stock prices. Some of the highest priced 
stocks pay no dividends at all, and some 
will pay none this year. The dividend yield 
of the others is mostly low, and when it is 
high the Bourse quotation is extravagantly 
high. Sound fixed-interest investments in 
Germany still yield relatively big returns. 
Many good loans bring in 7 or 8 per cent; 
frst mortgages bring in 8 or 9 per cent. 
Yet hardly one of the leading speculative 
stocks yields 5 per cent, and the leaders 
mostly yield 2 or 3. The following list con- 
tains specimens, and includes two stocks 
out of many quoting around 100 per cent 
over par, which at present carry no divi- 


dends at all: 
Dividend, Yield, 
Price % % 
Trust (Farben- 
(Vereinigte 


Dyes-Nitre 
industries) 

Rayon Trust 
Glanzstoff ) 

Mannesmann Tubes 

Siemens and Halske 

Ilse Mining 

Berliner Kind] (Brewery).. 

Hamburg-American Line ... 

Gelsenkirchen (Steel, Coal). 


w 
o 
w 


> 


Stock booms everywhere grow on hopes. 
But high average stock prices over a long 
period cannot be maintained by hopes. It 
is admitted by all German experts that there 
is no prospect within visible time of in- 
dustrial dividends being sufficiently increased 
to yield even 5 per cent on present average 
prices. And 5 per cent, to repeat, is a much 
lower yield than can be had from other 
classes of German securities, classes which 
are exempted from all risks dependent upon 
the state of trade. A heavy German Bourse 
reaction is, therefore, bound to come. When 
it will come is a hard question to answer. 
Some Germans say at once, declaring that 
owing to the violence of the recent rise 
no external influence is necessary to pro- 
voke a fall. Others affirm that a setback 
need not be expected as long as the pres- 
ent extraordinary money market fluidity 
continues. Money in Berlin is more plenti- 
ful than in any other capital of Europe. 
It is still quoted, for day loans, as low as 
3 per cent, and at times first-class borrow- 
ers can have it at much less. The one 
factor which would cause stringency in the 
money market is an acceleration of the pace 
of industrial recovery. In that case stocks 
would probably incontinently collapse, and 
so complete the cycle consisting of trade 
activity, money rates and stock movements 
which American economical experts have 
done so much to elucidate. 


Making People Think 
(Continued from page 668) 


service, not only does the prospect become 
generally informed, but soon finds an an- 
swer to the trust topic that may be the out- 
standing one in his mind, although he has 
never seen fit to ask it. 


Providing Some Variety 


O provide some variety, lest our read- 

ers become surfeited with letters, fold- 
ers were interspersed at not too frequent 
intervals, each timed to reach the prospect 
for leisurely reading. 


_AMERICAN BANKERS ASSOCIATION JOURNAL 


tke FIFTH THIRD |JNION [RUST 


CINCINNATI, OHIO 


Member Federal Reserve System 


Capital, Surplus and Profits $11,477,000.00 


The merger of The Fifth-Third National Bank and 


The Union Trust Company reveals an impressive vision 


of the future. 


Owing to the unity of its personnel, and its augmented 
financial strength, it will be able to render a larger serv- 
ice to every customer, from the smallest to the greatest. 


The institution thus established begins with a back- 
ground of sixty-nine years—since 1858—of effective 
and helpful usefulness, a substantial factor in the busi- 
ness life of many thousands of customers. 


In thus announcing the most important and largest 
consolidation of banking resources in the history of 
Cincinnati — an outgrowth of public confidence and 


consistent banking ability— 


The Fifth Third Union Trust Company 


faces the future with a solid 


foundation on which to build further and serve its cus- 
tomers and friends in an ever-increasing measure. 


tke FIFTH THIRD [JNION JRUST co: 


CHARLES A. HINSCH, President 


Resources exceed Ninety-three Million Dollars 


Likewise, lest we fall into a monotony 
of letters and folders, our supplemental 
series of approaches took the form of cor- 
respondence cards, attempting to help the 
recipient further to visualize what is bound 
to happen to his own estate if he fails to 
provide for its management—during the 
period of settlement and afterward. 

For instance, one tells what, without 
proper plans for administration, will really 
happen if he leaves real estate, if he car- 
ries life insurance, if he is accumulating 
securities, and if he owns and operates a 
business. 

He begins to realize estate hazards are 
numerous—becomes actually concerned for 
the future financial welfare of his family. 
Sooner or later the old order of things is 
reversed, and the trust prospect, it is found, 


rather is pressing the trust officer to help 
him analyze and organize the affairs of his 
estate. 

At this juncture a semi-blank form or 
chart is provided, on which he, himself, can 
note down the outstanding topics he wants 
to discuss with the trust officer. A simple 
chart our bank has found more or less 
serviceable permits the consideration of the 
prospect’s estate under four heads: (1) A 
brief statement of present estate assets and 
liabilities; (2) the proposed division of the 
estate by will; (3) the choice of an ex- 
ecutor; (4) the administration of life in- 
surance proceeds—other than those included 
in the estate proper. 

Finally, the trust prospect may be found 
sitting before the trust officer seeking to 
know what practical help he can afford him. 


677 
| 
580 15 
240 5 
218 6 
375 8 
430 18 
170 0 
200 0 oom 


amounts since it has been sold by the smaller 
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Banks Endorse 


Credit Insurance 


Representative banks in all parts of the country 
are recommending this great protective service 
for safeguarding their customers against bad 
debt losses. 


A Leading Boston Bank writes: “Credit Insur- 
ance not only places merchants in a more favor- 
able position with reference to credit granting by 
their banks, but also gives evidence of a policy 
of conservatism in providing against failures at 
all times.” 


A Leading Bank of San Francisco writes: “A 
borrowing account carrying with it a measure of 
Credit Insurance on its receivables is a far better 
credit risk in every way than without.” 


A Prominent St. Louis Bank writes: “Inasmuch 
as the annual turnover of a merchant is several 
times the value of his stock on hand at any given 
time, it is of vital importance that his credit ac- 
counts be insured against unusual loss through 
bad debts.” 


A National Bank of New York writes: “We have 
incorporated in our financial statement blanks 
the question: ‘Do you carry Credit Insurance?’ ” 


Interesting literature, and any specific informa- 
tion about American Credit Insurance which 
may be desired, will be furnished gladly to any 
Banker upon request. 


The AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK J. F.M*° FADDEN, presipent 


Offices in All Leading Cities 
New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 
In Canada—Toronto, Montreal, etc. 


More Financing of Staples 
(Continued from page 643) 


Federal Reserve System, have been unable 


buyers in the primary markets to the larger 
buyers in these markets. 

Even a small cotton buyer in one of these 
centers must have a line with his bank of 
$150,000 to $250,000, and in none of the 
southern cities, except the very large ones, 
would this be within 25 per cent of the 
capital and surplus of a bank there. 

As a result of this, many of the national 
banks have given up altogether the financ- 
ing of cotton, leaving this to the state banks. 
These, in turn, even though members of the 


to use any of their cotton loans with the 
Federal Reserve bank by reason of the 
limitation, forcing them either to use other 
eligible paper for rediscount or to borrow 
from their correspondents. 

I know of several banks doing a large 
cotton business in their communities with 
loans on cotton averaging during the season 
around $2,500,000 distributed among a num- 
ber of buyers with less than $100,000 of 
their loans eligible for rediscount because 
of the limitation imposed by this section. 


A similar condition has confronted banks 
financing grain both in the primary markets 
and in the larger communities. 


Loans Not Dangerous 


oe loans are not dangerous. I have 
heard of banks failing because of exces. 
sive loans on cotton or grain but I have 
never actually known of any bank that ever 
failed by reason of loans on cotton or grain 
when properly margined, regardless of the 
amount loaned to one borrower. \Vhen the 
margin does not exist—that is another ques- 
tion. 

The result has been, therefore, that a 
very small amount of cotton and grain paper 
has got into the Federal Reserve banks 
except from large institutions located in the 
larger cities, which means that virtually all 
of those banks doing the primary financing 
have been deprived of this assistance. 

The amendment, therefore, increasing the 
limit will be of material assistance because 
in most instances additional margin can be 
obtained, although in my opinion a sliding 
scale of additional margin for each addi- 
tional 5 per cent loaned over 10 per cent of 
the capital and surplus, up to 50 per cent of 
the capital and surplus where the margin 
must be 40 per cent, is not necessary for the 
safe protection of the bank. A 10 per cent 
margin on grain or cotton when the price is 
very low is sufficient, but is too low at 
present prices, while 40 per cent is too high 
under almost any condition; and there is no 
reason why the bank should be required to 
obtain this margin. 

There are very few cotton or grain buy- 
ers willing or able to margin their notes 
with 40 per cent. They probably would go 
to some other bank if they were required 
to do so. This increase in the amount which 
can be loaned on staple agricultural com- 
modities is a step in the right direction, but 
I believe if a fixed margin of 20 per cent 
were required on the entire line that the 
same limitation of 50 per cent of the capital 
and surplus would be more beneficial. And 
I do not think even a loan up to 10 per 
cent of the capital and surplus should be 
made without margin as can now be done, 
except in cases where the borrower has such 
resources that his paper would be good 
without collateral. 


From One Crop Season to 
Another 


OE important change made by the Mc- 
Fadden banking act is an extension of 
the time of the maturity of the notes from 
six to ten months. This additional time will 
permit a loan to run from one crop period 
to another. It is to be noted, however, that 
the new law prevents a customer from using 
the same staples more than once under this 
exception, either through renewal of the 
loan or by bringing back the same staples 
upon which he had previously obtained a 
loan from the bank. This doubtless was in- 
serted for the purpose of preventing na- 
tional banks from assisting the customer, 
who seeks to hold staples indefinitely for 
speculative purposes. 


Aid to Feed Lot Loans 


HE McFadden bill did not make any 
changes in the terms of the loan or the 
amounts which may be borrowed on the 


a 
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security of livestock, so a national bank is 
empowered to lend up to 25 per cent of its 
invested capital to a single borrower. 

However, livestock is no longer required 
to be covered by insurance and there is no 
limit upon the time when any of these loans 
may run. These changes will make loans 
more practical as there were difficulties in 
getting livestock insurance and the nature 
of the loans in some cases made it desira- 
ble that they might run for a longer time 
than was permitted by the old law. 

Individual loans on cattle are generally 
smaller than loans on agricultural commodi- 
ties. “Feed lot loans” probably average 
around $4,000 and, with the 25 per cent 
limit, it is probable that most of these loans 
will be eligible for rediscount. 


Should Benefit Farmer 


ECTION 5200 has been almost a fetish, 

and I think the 10 per cent limitation 
has stood the test as a sound limit for any 
bank; but I do believe the experience of 
state banks, which have recognized that a 
larger limit on commodity loans, can apply, 
has proved the safety of this practice. 

There is no more fundamental service 
which the Federal Reserve banks can 
render than to lend their assistance to the 
proper financing of our great staple crops. 
To this, they are fully alive. As this sec- 
tion unquestionably will lead to the more 
extensive use of their facilities and will 
enable the local banks to finance a larger 
proportion of the staple crops at a lower 
rate, it will be of real benefit to farmers 
and livestock raisers in all parts of the 
country. The small buyers will be en- 
couraged because they can obtain adequate 
credit from the banks in their communities 
and this enlarged competition certainly 
should tend to create a better market and 
a better price for staple farm commodities. 


Oregon Trail Memorial Coins 


In all the wealth of romance that attaches 
to pioneering in America there is nothing 
more fascinating than the story of the 
Oregon trail, and of the great migration by 
which the settlement of the Northwest of 
the United States received a big impulse. 

The wilderness has long since been con- 
quered, and of the hardy men and women 
who survived the many dangers of the long 
journey across the Continent there remains 
one outstanding figure, Ezra Meeker, an 
original Oregon pioneer now engaged—in 
his 97th year—in the work of the Oregon 
Trail Association. 

The object of the Association is to com- 
memorate the heroism of the pioneers; to 
identify and mark the line of the original 
trail and to erect memorials on the site of 
important forts and trading posts. To help 
in providing funds, Congress has authorized 
the minting of 6,000,000 fifty-cent Oregon 
Trail Memorial Silver Coins. These are 
now available and are offered at $1 each, 
$1.10 by mail, the difference between the 
face value and the sale price to go to the 
Oregon Trail Association. Apply to your 
local bank or address Ezra Meeker, presi- 
dent, 101 Park Avenue, New York City. 
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National Bank of Commerce 
in New York 


Established 1839 


_ 


Statement of Condition, December 31, 1926 


RESOURCES 


Loans and Discounts 
United States Securities 
Other Bonds and Securities 


Stock of Federal Reserve Bank 


Banking House 


Cash in Vault and in Federal Reserve Bank... 


Due from Banks and Bankers 
Interest Accrued 


Customers’ Liability under Acceptances 


$368,631,960.22 
49,817,437.67 
16,115,825.45 
1,950,000.00 
4,000,000.00 
60,999,148.27 
178,243,824.00 
1,444,174.67 
35,912,273.13 


$717,114,643.41 


LIABILITIES 


Reg. Dividend payable Jan. 3, 1927 $1,000,000 


66 


Extra 
Deposits ... 
Bills Payable 


$25,000,000.00 
40,000 ,000.00 
2,479,320.07 


1,500,000.00 
563,356,022.65 
24,000,000.00 


500,000 


Reserved for Interest, Taxes and other Pur- 


Unearned Discount 


6,579,882.85 
984,154.27 


Liability as Acceptor, Endorser or Maker on 


Acceptances and Foreign Bills 


53,215,263.57 


$717,114,643.41 


Chairman of the Board 
JAMES S. ALEXANDER 


President 
STEVENSON E. WARD 


Directors 


JAMES S. ALEXANDER 
JOHN W. DAVIS 


JOHN T. DORRANCE 


EDWARD D. DUFFIELD CHARLES B. SEGER 


CHARLES E. DUNLAP 


HENRY W. de FOREST ANGUS D. McDONALD 
GEORGE E. ROOSEVELT STEVENSON E. WARD 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 


THOMAS WILLIAMS 


Guaranty Law a Failure 
(Continued from page 659) 


today, out from under the guaranty fund 
yoke, each standing on its own bottom, each 
eagerly glad that the past is behind. More 
than 100 have taken out national charters, 
the one and only reason being to escape the 
guaranty fund liability. The guaranty fund 


plan in Texas has cost the good, well man- 
aged and solvent state banks approximately 
$20,000,000. It’s a rather dear experience. 

Most fortunate for the state financial sys- 
tem was the appointment in 1924 of Charles 
O. Austin, one of the ablest, if not the 
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International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


Condensed Statement 
November 30, 1926 


RESOURCES: 


Investments at Cost 
(market value $22,108,372.04) 


Cash in Banks 


Subscriptions to Capital Shares (since collected) . 


Bond Discount (unamortized) 


$20,862,383.77 
1,782,236.58 
472,262.41 
2,261,251.44 
97,775.36 


$25,475,909.56 


LIABILITIES and CAPITAL: 


Cumulative Preferred ($100 par) 
Common Class A (no par) 


226,466, issued; 10,5381 subscribed 


Common Class B (no par) 
600,000 subscribed 


Secured 6% Serial Gold Bonds 
Secured 5% Serial Gold Bonds 


Current Liabilities and Accrued Taxes 


Accrued Interest and Dividends 
Surplus and Reserves 


$9,594,100.00 
3,415,090.00 


2,222,220.00 
6,000,000.00 
2,000,000.00 
470,914.57 
478,589.38 
1,294,995.61 


$25,475,909.56 


Bond interest was earned more than five times during the year ended 


November 30, 1926. 


Preferred share dividends were earned more than four and a half times 


during the year. 


Earnings on common shares, before reserves, were more than four and 
a half times Class A dividends paid; after reserves, more than three 


times. 
rate of $1.80. 


Current dividends on Class A common shares are at the annual 


American Founders Trust 


A MASSACHUSETTS TRUST 


1 Federal Street 
Boston 


ablest banking Commissioner Texas has 
had. Commissioner Austin found his branch 
of the government had inherited at the be- 
ginning of 1926 more than 200 state banks 
in an insolvent or failing condition. He 
set about with greatest vigor and haste to 
reorganize and otherwise clean out these in- 
stitutions and he reduced the crippled, the 
lame and the sick list 95 per cent in a few 
months’ time. This rigorous campaign, one 
of the greatest ever attempted by any bank- 
ing department, saved the guaranty fund 
approximately $20,000,000 and saved Texas 
many additional bank failures. 


Reasons for Failure 


grievous experience of Texas with 
the guaranteeing of bank deposits should 
forestall. the. passage of a. similar law in 


FISCAL AGENT 


50 Pine Street 
New York 


any other state, for all time to come. Here 
are a few of the many, many important 
reasons why the guaranty fund plan has 
failed in Texas: 

1. The plan makes for too many banks 
and too few bankers. The incompetent, the 
inefficient, the reckless, the venturesome, and 
the careless, are attracted to banking; be- 
cause they .know their reckless and unsafe 
methods will be protected by the guaranty 
fund, which will at the proper time fur- 
nish new capital and absorb the community’s 
loss. The dishonest, the incompetent, the 
reckless in bank management have leaned 
heavily on the guaranty fund in Texas. 

2. The system does not increase deposits 
or build a bank. One hundred years of 
banking experience has proved the best and 
dependable banking principles: honesty, suf- 
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ficient capital, experience, ability, built up 
and performed by the officers, directors and 
shareholders of a bank. Guaranteeing de- 
posits might aid the uninformed and ig- 
norant temporarily, but not permanently, 
It tells the person it seeks to protect to ask 
no questions, do not investigate, make no 
inquiry, put your money here, it’s safe. [It 
smothers the desire for inquiry—a desire 
which must be exercised, else every busi- 
ness, every individual must fail. 

3. The plan makes it impossible to prose- 
cute bank wreckers and inside crooks, Gen- 
erally the banker is a prominent citizen. He 
may even speculate with his deposits. His 
bank closes and the good and solvent banks 
of the state pay his depositors. His former 
customers are his friends and_ neighbors. 
They have their money. Why should he go 
to the penitentiary? Therefore he is not 
indicted. Scores of such instances have 
happened in Texas. Only one will be cited. 
A bank president and a broker friend looted 
the bank until its liquidating assets were 
nil. He and the friend disappeared. In 
sixty days, as the law provided, the deposi- 
tors of the closed bank received dollar for 
dollar from the guaranty fund. Shortly 
thereafter the ex-banker returned to “face 
the music.” What was it? A public re- 
ception and a welcoming demonstration! 
He was a popular man. The state failed 
after repeated trials to get an indictment 
against him in his home county where the 
law prescribed he must be prosecuted. 

4. Such an unsound system of banking 
weakened the financial structure of the 
state. Texas needed two systems, state and 
national, to stand the usual strain of those 
ever recurring cycles of business depres- 
sions. The very foundation of future pros- 
perity and development of any common- 
wealth is shaken by such an_ economic 
fallacy, and is never stronger than its finan- 
cial system. 


A Failure After a Fair Trial 


HE guaranteeing of bank deposits has 

been given a fair trial in Texas, over a 
period of seventeen years, during boom 
times and during depression. It has cost 
the stockholders of the good banks of Texas 
$20,000,000. It is economically unsound; it 
is unfair; it will not work. 

These are not my opinions or conclusions. 
They have been absorbed from the keenest 
banking minds in Texas. They are the 
present day convictions of men who do not 
jump at conclusions or render snap judg- 
ments. 

Texas is cured. It took a long time and 
many millions to bring about the cure. To- 
day there is no guaranty fund law, no guar- 
anty bond law on our statute books. The 
sun is shining on the financial horizon. The 
guaranty fund plan cloud has passed. It’s 
going to be a clear day. And Texas bank- 
ers are happy. 

But as a parting admonition, to para- 
phrase the advice of the investment bankers, 
“Before you invest in a guaranty fund plan 
in your state, investigate the experience of 
Texas.” Texas forsook the old fashioned 
dame, Madame Sound Banking and _ kept 
company for seventeen years with Miss 
Guaranty Fund, who, we are reliably in- 
formed, is at this minute flirting with the 
legislatures of several other states ! 
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Have Added Millions 
(Continued from page 640) 


successful. Many country banks, either in- 
dependently or through their county asso- 
ciations, are now taxing balances under $50 
or $100. And in scarcely any instances 
have there been reports that the charge 
was not accepted graciously by the majority 
of the small depositors. 

Look at the accompanying list of cities 
over 10,000, where a service charge is made. 
In addition, there are many under that 
population on which facts are not available. 

Unquestionably, the service charge move- 
ment is growing every year. Within the 
next decade, it is almost safe to say that 
a service charge on small accounts will 
be almost universal. 


$2.00 Service Charge 
NEW YORK—On balances under $500: New York 


City. 
$1.00 Service Charge 


ARIZONA—On balances under $100: Phoenix. 

CALIFORNIA—On balances under $100: Fresno, 
San Francisco. 

FLORIDA—On balances under $100: St. Peters- 
burg. 

GEORGIA—On balances under $100: Atlanta. 

ILLINOIS—On balances under $100: Chicago, 
Evanston, Springfield. 

INDIANA—On balances under $50: Gary. 

10WA—On balances under $100: Des Moines. 

MASSACHUSETTS—On balances under $300: 
Boston, Brookline, Newtonville. On balances 
under $200: Belmont, Cambridge, Dedham, 
Fitchburg, Lawrence, Lynn, New Bedford, 
Norwood, Quincy, Taunton, Waltham, Water- 
town, Woburn. On balances under $100: 
Chelsea City, Gardner, Haverhill, Melrose, 
South Weymouth. 

MICHIGAN—On balances under $100: Detroit. 

MINNESOTA—On balances under $100: Minne- 
apolis, St. Paul. 

MISSOURI—On balances under $200: St. Louis. 

NEBRASKA—On balances under $100: Omaha. 

NEW HAMPSHIRE—On balances under $200: 
Manchester. 

NEW JERSEY—On balances under $100: Asbury 
Park, Belleville, Camden, Hoboken, Long 
Beach, Perth Amboy, Plainfield. On balances 
under $50: Jersey City. 

NEW YORK—On balances under $100: 
Mount Vernon, Niagara Falls, Rochester. 
NORTH CAROLINA—On balances under $50: 

Goldsboro. 

OHIO—On balances under $100: Cleveland, Cleve- 
land Heights. 

OREGON—On balances under $100: Portland. 

RHODE ISLAND—On balances under $100: East 
Providence, Pawtucket, Providence. 

TENNESSEE—On balances under $100: Memphis, 
Nashville. 

UTAH—On balances under $100: Salt Lake City. 

WASHINGTON—On balances under 100: Seattle. 

WISCONSIN—On balances under $100: Madison, 
Milwauhee. On balances under $50: She- 
joygan. 


Albany, 


75-cent Service Charge 


ILLINOIS—On balances under $50: Peoria. 
WISCONSIN—On balances under 100: Manitowoc. 


50-cent Service Charge 


ARIZONA—On balances under $50: Tucson. 

ARKANSAS—On balances under $50: Little Rock. 

CALIFORNIA—On balances under $100: Berkeley, 
Los Angeles, Oakland, Sacramento. On 
balances under $50: Alameda, Fresno, Glen- 
dale, Long Beach, Pasadena, Riverside, Sacra- 
mento, San Bernardino, San Diego, San Jose, 
Santa Ana, Santa Barbara, Santa Monica, 
Venice. 

COLORADO—On balances under $100: Denver. 
On balances under $50: Boulder, Colorado 
Springs, Greenly. 

CONNECTICUT—On balances under $150: New 
Britain. On balances under $100: Bridgeport, 
Hartford, Norwich, West Haven. On balances 
under $50: New Haven, Waterbury. 

DISTRICT OF COLUMBIA—On balances under 
$100: Washington, D. C. 

FLORIDA—On balances under $50: Tampa. 

GEORGIA—On balances under $100: Columbus. 
On balances under $50: Savannah. 

IDAHO—On balances under $100: Pocatello. 

ILLINOIS—On balances under $100: Champaign, 
East St. Louis, Oak Park. On balances under 
$50: Chicago Heights, Moline, Oak Park, 

_ Quincy, Rock Island, Rockford. 

INDIANA—On balances under $50: South Bend. 

IOWA—On balances under $100: Davenport, 


When it’s a 


question of marketability 
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ANY bankers like to deal with 

The National City Company 
because its nation-wide organiza- 
tion is quite as helpful in maintain- 
ing a market for its outstanding 
securities as in obtaining broad 
distribution on its new issues. 


A telephone call to our nearest 
office will bring current offerings 
recommended for bank investment. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS 


SHORT TERM NOTES 7 


ACCEPTANCES 


Dubuque, Iowa City, Sioux City. On balances 
under $50: Boone, Cedar Rapids, Council 
Bluffs, Fort Dodge, Marshalltown, Muscatine, 


under $50: Atchison, 
Coffeyville, Emporia, Kansas City, Lawrence, 
Parsons, Salina, Topeka, Wichita. 
LOUISIANA—On balances $100: Lake 
Charles, New Orleans. 
MASSACHUSETTS—On balances $100: 
Clinton, 
Northampton, Pitts- 


Arlington, Chelsea City, 
Danvers, Framingham, 
field, Revere, Springfield, West Springfield, 
Worcester. On balances under $50: Beverly, 
Greenfield, Peabody. 
MICHIGAN—On balances under $50: Ann Arbor, 
Battle Creek, Kalamazoo, Lansing, Muskegon. 
MINNESOTA—On balances under $100: Virginia. 
balances under $50: Austin, Duluth, 
Hibbing, Mankato, Rochester, St. Cloud, Vir- 
finia. 
MISSISSIPPI—On bglances under $100: Natchez. 
MISSOURI—On balances under $100: Kansas 
City. On balances under $50 Independence, 
Joplin, St. Joseph. 
MONTANA—On balances under $100: 
Butte. Great Falls, Helena. 
NEBRASKA—On balances under $50: Grand Is- 
land, Hastings, Lincoln, North Platte. 
NEVADA—On balances under $50: Reno. 
NEW JERSEY—On balances under $100: Bloom- 


balances 
under 


s under 
Chicopee, 


Billings, 


field, East Orange, Englewood, Kearny, Mont- 
clair, Orange, Plainfield, Rahway, West 


Orange. 

NEW MEXICO—On balances under $50: AIl- 
buquerque. 

NEW YORK—On balances under $100: Bingham- 
ton, Oswego, Greensboro, New Bern. mn 
balances under $50: Dunkirk, Endicott, Union, 
White Plains. 

NORTH DAKOTA—On balances $50: 
Fargo, Grand Forks, Minot. 

OHIO—On balances under $100: Cincinnati, 
Toledo. On balarices under $50: Toledo. 
OKLAHOMA—On balances under $50: Chickasha, 
Muskogee, Oklahoma City, Shaw- 

ulsa. 


under 


under 
under 


balances under 


nee, 
OREGON—On balances under $100: Portland. On 
Philadelphia. 
SOUTH CAROLINA—On balances 
$50: 
Aberdeen, Sioux Falls. 
TENNESSEE—On balances under $100: Chatta- 
TEXAS—On balances under $50: Amarillo, Austin, 
Dallas, El Paso, Port Arthur, Sherman. 


balances under $50: Eugene. 
PENNSYLVANIA—On balances $200: 
$50: 
Columbia. 
SOUTH DAKOTA—On 
nooga, Knoxville. On balances under $50: 
Johnson City. 
UTAH—On balances under $50: Ogden. 
WASHINGTON W— On balances under $100: 
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INECESSITY may be “the Mother 
of Invention” 
but, in Business, her offspring 


are often the hurried results 
of Ignorance and Fear 


Successful Business shapes its progress on 
desirable action rather than necessary pro- 
cedure. Most plans, or actions, become nec- 
essary only when the desirable thing to do 
has been overlooked, or too long delayed. 
And while stark necessity, fear of failure, or 
loss of prestige, often stirs the mental and 
physical forces of a business into “ 
action; such action is probably only something 
competitors with vision and foresight have 
been doing all along—the desirable thing to do. 


inventive”’ 


On this simple practice of knowing what is 
the desirable—and doing it before it be- 


comes a necessity—the new and modern Ac- 
counting is based. Detailed Audits, Market 


Analyses, Budgeting, Standard Costs, 


Uni- 


form Systems for Associations—are only some 
of its ripened fruits. 


ERNST & ERNST 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


NEW YORK 
PHILADELPHIA 
BOSTON 
PROVIDENCE 
BALTIMORE 
RICHMOND 
WINSTON-SALEM 
WASHINGTON 
BUFFALO 
ROCHESTER 


CLEVELAND 
AKRON 
CANTON 
COLUMBUS 
YOUNGSTOWN 
TOLEDO 
CINCINNATI 
DAYTON 


MIAMI 


Tacoma. On balances under $50: Bellingham, 
Hoquiam, Vancouver, Yakima. 

WISCONSIN—On balances under $100: 
Bay, La Crosse, Marinette, 
balances under $50: Appleton, 
Claire, Racine. 

WYOMING—On balances 
Cheyenne. 


Green 
Superior. On 

Ashland, Eau 
$100: 


under Casper, 


25-cent Service Charge 


CALIFORNIA—On balances $50: 
Monica. 

ILLINOIS—On balances under $25: Canton. 

MAINE—On balances under $100: Portland. 

OHIO—On balances under $50: Toledo. 

WASHINGTON— On balances under $100: 
Spokane. 


Cities Making Service Charge—Exact 
Amount Not Reported 


CALIFORNIA—Richmond. 
FLORIDA—Jacksonville, Miami. 


under Santa 


DETROIT 
GRAND RAPIDS 
KALAMAZOO 
PITTSBURGH 
WHEELING 


LOUISVILLE 
ATLANTA 


CHICAGO 
MILWAUKEE 
MINNEAPOLIS 
ST. PAUL 
INDIANAPOLIS 
DAVENPORT 
sT. Louis 
KANSAS CITY 


NEW ORLEANS 
JACKSON 
DALLAS 

FORT WORTH 
HOUSTON 

SAN ANTONIO 
waco 

DENVER 

SAN FRANCISCO 
LOS ANGELES 


ILLINOIS—Maywood. 
INDIANA—Evansville. 
IOWA—Fort Madison. 
KANSAS—Hutchison, Arkansas City. 
MASSACHUSETTS — Gloucester City, 
— Medford, Salem, 
r 
MISSOURI—Columbia. 
MONTANA.—Anaconda. 


Somerville, 


Lowell, 


Win- 


NEW JERSEY—Atlantic City, Elizabeth, Glouce- 


ster, Newark, Union City, 


NEW YORK—Buffalo, New Rochelle, 


Clifton, Paterson. 
Syracuse. 


NORTH CAROLINA—Charlotte, Rocky Mount. 


OHIO—Lima. 
OKLAHOMA—Ardmore, Sapulpa. 
PENNSYLVANIA — Bethlehem, 


burgh. 
TENNESSEE—Bristol. 


Easton, 


TEXAS—Beaumont, Cleburne, San Antonio. 


VERMONT—Burlington. 
VIRGINIA—Bristol, Lynchburg, Norfolk. 
WASHINGTON—Aberdeen. 


WISCONSIN—Stevens Point, West Allis. 


Pitts- 


A Safe Investment 
(Continued from page 635) 


cent on the investment. 

Iron, steel, copper and brass production— 
in Cuba—was worrying another individyal 
who offered a one-half interest in the enter- 
prise for the $10,000. In view of the fact 
that the company did not even have a letter- 
head, and that its post office address was 
General Delivery, City Hall Station, New 
York, one would incline to the view that its 
chief product was ordinary BRASS. 


Too Good to Put Down 
In a Letter 


AY interesting phase of the experiment 
was the large number of replies which 
would not trust the mails with the details 
of their propositions, but which promised 
to reveal everything in a personal interview. 
In order to draw these people out, I se- 
cured some mourning stationery and had a 
stenographer write to each in long hand, 
stating that she had a few propositions be- 
fore her which she was undecided about 
and requesting all the details in order that 
she could make a decision on the facts sub- 
mitted. The letters were signed “Mrs. E. J. 
Reilly,” and the address given was my per- 
sonal post office box. 

Two of the replies are worth referring 
to. One of the concerns, in stressing the 
importance of an interview, stated that one 
of its representatives would be in New 
Brunswick during the following week and 
would be glad to call at any time. How- 
ever, they must have become very nervous 
over the possibility of some one else beat- 
ing them to it, because the representative 
came to New Brunswick the following day. 
He called at the post office to learn Mrs. 
Reilly’s home address. The clerk said that 
he did not know that the Reilly who rented 
the box in question was married. The rep- 
resentative assured him that it was probably 
Mr. Reilly’s mother he wanted, because she 
was a widow. Not knowing a home ad- 
dress to refer the inquirer to, the clerk 
suggested that he could get the address by 
calling at the bank—less than a hundred 
yards away—and asking Mr. Reilly, who 
was one of the bank’s officers. The repre- 
sentative never called at the bank! . 

As soon as another concern had a name 
and post office address to bombard with 
literature instead of a newspaper box, the 
missives arrived daily for two weeks and 
at time twice daily. 

This outfit, with the most imposing letter- 
head I have ever seen, described itself as 
manufacturers, distributors, exporters and 
importers—engaged in world trade service. 
A note at the foot of its letterhead read as 
follows: 

“Note—In your reply refer to any heading which 
may be given herein, in order to prevent any pos- 
sible misinterpretations or misunderstandings. All 
communications from abroad must be in English. 
Each subject dealt with should be written on a 
separate sheet for ready reference and filing.” 

The General Motors Corporation, General 
Electric and United States Steel Corpora- 
tion fade into insignificance alongside such an 
institution as that. 

Day after day “Mrs. Reilly” received 
communications urging her to become a 
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sockholler. The first letter promised 18 
per cent dividends. The next offered a 
drawing account against dividends. Another 
gave soine impressive statistics which gave 
the company an “earned surplus” of $90,- 
466.44 for the previous year against a total 
capitalization of $350,000. Others reported 
dividend declarations and unusual business 


prospects. 
The Masterpiece 


HE masterpiece, however, was the finan- 
cial statement which follows exactly as 
submitted, but with date and one or two 
words and names omitted for obvious 


reasons : 
Interim and Advance Draft Copy 


Company 


STATEMENT 
(E. and O. E.) 


ASSETS 
Accounts receivable, subject to adjust- 
ment $8,689.16 
Accounts receivable, current . 1,424.74 
Accounts receivable, from contingent con- 
tracts, etc., estimated at ee. 5,450.00 
Accounts receivable, subscriptions to 
7,278.00 
5,959.97 


Confidential. 


shares 
Profits from unfilled orders, over 115,000 
assorted packages—estimated 
Profits from unfilled orders. : 
products (over 100,000 packages) esti- 
mated 
Demand note, subject to adjustment... 
Profits from active commercial and agen- 
cies contracts (estimated) 11,675.00 
Raw materials, etc., on hand, at cost.. 855.00 
Furniture, fixtures, etc., at 50 per cent 
off cost 1,262.50 
Bank balance 578.29 


47,925.00 
4,584.50 


$95,682.16 


SURPLUS $90,466.44 


LIABILITIES 


liens None 


None 
None 
None 


68.69 
1,197.03 


3,950.00 
90,466.44 


$95,682.16 


NOTE: THE COMPANY -BUYS' EVERY- 
THING, PRACTICALLY, FOR CASH. 


Mortgages or 
Bank loans 
Company notes under discount 
Current accounts (due) 
Currents accounts payable 
justed or due) 

Contingent accounts payable, subject to 
adjustment 

Reserved for dividends and for contin- 


(when ad- 


President. 

One of the most effective methods of the 
stock sharp is to produce impressive fig- 
ures which the uninitiated are not trained 
to analyze. The “Interim and Advance 
Draft Copy—Confidential” is amusing, but 
not nearly so dangerous as the initials 
“E. and O. E.,” which are meaningless to 
the layman. To an accountant they mean 
“Errors and Omissions Excepted.” Proba- 
bly they constitute the legal protection to 
the projectors of the enterprise. 

Analysis of the items listed would require 
more space than is here available. To a 
large number of our readers the glaring 
stupidities and inaccuracies will be quite 
apparent. 

At a glance the only items which may be 
taken as having any real value are: 

Raw materials, etc., on hand at cost... $ 855.00 


Furniture and fixtures at cost 1,262.50 
Bank balance 578.29 


$2,695.79 


And yet they have the audacity to state 
that their earned surplus for the year pre- 
vious amounts to $90,466.44! 

The letterhead describes the company as 


eSELECTED BY BANKS NATION-WIDE 
for PRIME SHORT-TERM INVESTMENT 
Maturities 2 to 12 months. 
Customary 10-day Option. 


Checkings in any Financial Center. 
Complete Credit Data on Request. 


ALWAYS MOST CONSERVATIVE 


Industrial 
Acceptance 
Corporation 


FINANCING STUDEBAKER 


DEALERS EXCLUSIVELY 


Collateral Trust 
Gold Notes 


(THE NATIONAL CITY BANK OF NEW YORK, TrustEg) 


Executive Offices 
IOO EAST 42ND STREET, NEW YORK 


Commercial Paper Offices 


NEW YORK 7 


SAN FRANCISCO 


CHICAGO + ST.LOUIS 


MINNEAPOLIS 


DALLAS 


“Manufacturers,” but the balance sheet re- 
veals no figures for Plant or Factory. 


Bombarded by Telegrams 


FTER about ten days of such literature, 
and as the first day of another month 
approached, “Mrs. Reilly” was bombarded 
with telegrams, requesting her prompt deci- 
sion and remittance for the stock. The tele- 
grams continued up to the last day of the 
month. Intuitively I surmised that the rent 
was probably due and the company required 
cash to pay it. That my guess was not far 
from right appears from the fact that a few 
months later, when I inserted my original 
advertisement a second time, this same com- 
pany answered a second time, but frew a 
different address ! 
It is refreshing to know that our widow 
received one sound piece of interested ad- 


vice. One gentleman, writing by a type- 
writer, with nothing to reveal his identity 
beyond a Philadelphia postmark, and sign- 
ing his letter with a signature baffling 
identification of the name, wrote as follows: 


Dear Madam: 

Although a stranger to you, and in no way 
interested in the disposition of your husband’s life 
insurance, I feel bound to advise you of the risk 
you run in advertising the money for investment, 
while at the same time admitting i inexperi- 
ence. You are likely to lose it all. Be advised 
by a business man and consult with the officers 
of your bank. They will be interested in preserv- 
ing your funds for you instead of dissipating them. 

Very truly yours, 


It would be good to learn who this gen- 
tleman was in order to express to him a 
sincere word of appreciation for his sound 
advice. He was the only true nobleman 
among the more than one hundred who re- 
plied to the advertisements. 

As may well be surmised, I gained plenty 
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Buckboard... 


OY 
Limousine 


REASE a buckboard at five points and it rolls 
along without mishap. 

But a limousine . . . hundreds of contact points 
must be looked after if you want to enjoy smooth 
running. 

The business of banking was once in the “buck- 
board stage.” 

But it has graduated into the “limousine era.” 

For example, take the floors of your bank—an 
important point of contact with your clientele. 
Very likely they represent an investment that 
would stagger an old-time banker. But, properly 
maintained, they can attract more patronage than 
the old-timer dreamed possible. 

Scores of bankers have converted their floors 
into more active business assets with the aid of 
a FINNELL Electric Floor Machine. 

To scrub, wax and polish all types of floors, 
setting new standards of ease, efficiency and low 
cost, is the job for which the FINNELL was ex- 
pressly created. Three cents is the cost of elec- 
tricity for a solid hour’s work. Reductions in 
floor-maintenance cost have frequently been as 


high as 60%. 


Adopt the floor-cleaning methods of the “limousine 
era.” Send for booklet “Questions Answered by 
Users.” Tells how others have done it and how you 


? 


can—profitably, inexpensively. Write today. 


FINNELL SYSTEM, Inc. 


123 N. Collier St. 


Hannibal, Mo. 


Floor Machine Headquarters, Established 1906 


DISTRICT OFFICES IN PRINCIPAL CITIES 
Factories—Hannibal, Mo., and Ottawa, Canada 


FINNELL 


ELECTRIC FLOOR MACHINE 
It Waxes It Polishes~< It Sands~ It Scrubs 


of evidence to support my argument that 
it would be a wise policy if all husbands 
would exercise the care and foresight to 
place their insurance in trust under the care 
of a well-equipped bank or trust company, 
and thus protect their survivors against the 
possibility of losing the fund which their 
vision and thoughtfulness made possible. 


Group Subscriptions 

More banks are being added each day to 
the list of institutions providing officers and 
employees each with his own copy of the 
Journal, sent to the home. 

The information published in the Journal 
each month is useful in the daily work of 
the bank, and the warnings given in the 
Protective Supplement give additional pro- 
tection. 


Six FINNELL models, one of 
which suits the particular needs 
of your bank. Model No. 17 
illustrated. 


Analysis on New Law 


(Continued from page 632) 


lowing reprint of Section 5211, as amended, 
the new matter being italicized and the 
words omitted being inclosed in brackets: 


“Sec, 5211. Every association shall make to 
the Comptroller of the Currency not less than three 
reports during each year, according to the form 
which may be prescribed by him, verified by the 
oath or affirmation of the president, or of the 
cashier, or of a vice-president, or of an assistant 
cashier of [such] the association designated by its 
board of directors to verify such reports in the 
absence of the president and cashier, taken before 
a notary public properly authorized and commis- 
sioned by the state in which such notary resides 
and the association is located, or any other officer 
having an official seal, authorized in such state to 
administer oaths, and attested by the signature of 
at least three of the directors. Each such report 
shall exhibit in detail and under appropriate heads, 
the resources and liabilities of the association at 
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the close of business on an ast day i 

specified, and shall be transmitted to AA... 
troller within five days after the receipt of a Z 
quest or requisition therefor from him; and the 
statement of resources and liabilities, together with 
acknowledgment and attestation in the same fo: 

in which it is made to the comptroller, shall be 
published in a newspaper published in ‘the plac 
where such association is established, or if Fey 
is no newspaper in the place, then in the one pub. 
lished nearest thereto in the same county, at the 
expense of the association; and such ‘proof of 
publication shall be furnished as may be required 
by the comptroller. The comptroller shall also have 
power to call for special reports from any par- 
ticular association whenever, in his judgment the 
same are necessary in order to [have] obtain a 
full and complete knowledge of its condition.” 


Limit of Indebtedness 


ECTION 11 of the new law amends 

Section 5202 Revised Statutes, which 
provides a limitation on the total indebted- 
ness of national banks with certain excep- 
tions by adding at the end thereof a fyr- 
ther exception as follows: 


_ “Eighth. Liabilities incurred under the Provi- 
sions of Section 202 of Title II of the Federal 
Farm Loan Act, approved July 17, 1916, as 
amended by the Agricultural Credits Act of 1923,” 


This amendment was enacted by Congress 
in the Agricultural Credits Act of 1923 
but through a typographical error it was 
rendered void. Hence its reenactment. 


Illegal Certification of Check 


ECTION 12 of the new law amends 

Section 5208 of the Revised Statutes 
which punishes the illegal certification of 
checks by striking out the words “or who 
shall certify a check before the amount 
thereof shall have been regularly entered 
to the credit of the drawer upon the books 
of the bank,” and in lieu thereof inserting 
the words “or who shall certify a check 
before the amount thereof shall have been 
regularly deposited in the bank by the 
drawer thereof.” The purpose of this 
change is to permit certification of a check 
between the time of deposit and the time 
of book entry. 


Theft by Examiner or Assistant 
ECTION 14 of the new law amends the 


second paragraph of sub-section (a) of 
Section 22 of the Federal Reserve Act 
which prohibits under penalty an examiner 
from accepting a loan or gratuity from any 
bank examined by him, or from an officer 
or employee thereof, by adding “assistant 
examiner” to the prohibition and also add- 
ing that an examiner or assistant examiner 
“who shall steal, or unlawfully take, or un- 
lawfully conceal any money, note, draft, 
bond or security, or any other property of 
value in the possession of any member bank, 
or from any safe deposit box in or adja- 


-cent to the premises of such bank,” shail 


be guilty of a misdemeanor. 


Big Three 


(Continued from page 660) 


formed a new attachment for railroad se- 
curities. 

In that they are better managed, more 
efficiently operated, supported by legislative 
and rate making bodies, and courts as well 
to a greater degree than ever and have 
ahead the certainty of a revision of valua- 
tions and rates, these securities are entitled 
to all of the favor that has come to them 
and which promises to expand. 


| 
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Practical Effects 
(Continued from page 633) 


The amended law permits a national bank 
to organize a separate safe deposit corpora- 
tion and own the entire stock or hold it 
jointly with others. Such investments are 
safeguarded by the restriction that a bank 
may not subscribe to such stock in a sum 
greater than 15 per cent of the bank’s capi- 
tal and surplus. To many banks with well 
equipped and extensive departments this op- 
portunity has no great appeal. However, 
it does mean that banks may enter that field 
in a broad way entirely divorced from their 
banking business, and on a parity with other 
corporations organized for that purpose. 
Likely the future will witness the creation 
of numerous safe deposit corporations by 
national banks. 

Throughout the entire life of the national 
banking system the language of the law re- 
stricting real estate holdings to the “imme- 
diate’ needs of national banks in the trans- 
action of their business has been a costly 
handicap in growing cities. Banks realizing 
the future necessity of acquiring different 
or larger quarters have not been permitted 
to make early advantageous purchases. 
They have been compelled to await the near 
approach of the time for using the newly 
acquired realty. 

Recognizing the adverse effect of this 
restriction Congress included in its amend- 
ments an authorization to anticipate needs 
and acquire such real estate “as shall be 
necessary for its accommodation in the 
transaction of its business.” Thus the limi- 
tation of immediate necessity is removed. 


Capital of Outlying Banks 


HE old statute requiring all national 

banks organized in cities of more than 
50,000 inhabitants to have a minimum capital 
of $200,000 retarded the spread of national 
banks to the outskirts of such cities. In 
neighborhood business centers not large 
enough to support banks of that size obvi- 
ously such banks as were formed were un- 
der state charters. The amended law dis- 
tinguishes between the downtown sections 
and the outlying sections of the larger cities. 
It permits national banks to organize with 
capital of $100,000, and it allows national 
banks already in existence to reduce their 
capital to that sum, in the outlying districts 
of cities of more than 50,000 population 
where state banks may be organized with 
that amount of capital. Thus, while re- 
specting the laws which various states have 
enacted to govern the minimum capital of 
banks, an opportunity is given to national 
banks to enter fields from which they have 
virtually been barred. It will result in giv- 
ing national bank service to many com- 
munities not now enjoying it. 

Another wholesome feature this 
amendment is the inducement it offers to 
state banks and trust companies to enter the 
Reserve System. By lessening the capital 
required of a national bank in an outlying 
district the capital necessary to be possessed 
by a state bank in the same district in order 
to become a member of the Reserve System 
is also reduced by reason of the language 
: Section 9 (f) of the Federal Reserve 

ct. 
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Reduce new business costs while getting more results 


UTOPOINT is a wizard of busi- 
ness getting. For it is one of the 
most economical ways known to get at 
the man you want—to keep your bank 
constantly before him in a pleasant, 


dignified way. 


Autopoint always makes a hit when 
presented to a prospect. It is the most 
attractive, most serviceable and most 
up-to-date pencil made. Its exclusive 
features have won it a pinnacle place 
in Big Business today. 


The way you use Autopoint for adver- 
tising is to have the name of your 
bank, and some lasting message, im- 


printed attractively on its onyx-like 
Bakelite barrel. 


Thus your advertisement is constantly 
in your prospect’s, or customer’s mind. 


Clip the Coupon 
and Mail NOW! 


From time to time national banks have 
found it desirable to distribute some of their 
surplus in the form of stock, the same as 
other classes of corporations have done. 
The amended law gives definite authoriza- 
tion. It is necessary always that such dis- 
tributions be approved by the Comptroller 
of the Currency and by a vote of share- 
holders owning two-thirds of the stock, and 
no such dividend shall reduce the surplus 
account to less than twenty per cent of the 
capital stock as increased. This grant of 
specific. power writes into the national bank- 
ing laws an authorization given previously 
through interpretation of the revenue act of 
1921. 
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This Pencil Brings Them 


To Your Bank 


No one ever threw an Auto- 
point away. How many 


other ads can you say this 
for? 


Detach the coupon, and mail 
with your letterhead for sam- 
ple Autopoint, and full par- 
ticulars of specific ways to 
use it in your _ business. 
Prices, imprinting cost, etc., 
will be sent you. Mail that 
coupon today, please. 


“The*® Better Pencil” 
Made of Bakelite 
AUTOPOINT COMPANY, 
4619 Ravenswood Ave., Chicago, Ill. 


Without obligation, please send booklet, your 
business-building proposition, prices of pencils 
and stamping, and full information. 


Branch Banks 


HOUGH no more important than some 

other features of the national bank bill 
the branch bank sections attracted the most 
attention. Around them the greatest con- 
flict raged partly as the result of an im- 
mense amount of misunderstanding. Their 
enactment was an essential part of the plan 
to create equality of opportunity for all 
classes of banks, within a limited sphere, 
and to stop the spread of branch banking. 
The prevention of the spread of branch 
banking into such states as do not now 
permit it remains within the power of those 
states, as it always has, and no special in- 
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“The Purchase Options Had 
Thirty Minutes to Run” 


NE of our customers who had gone to London to 
complete a £200,000 transaction, for which the 
Guaranty had established a credit, suddenly fellill. His 
purchase options had about thirty minutestorun. One 
of our London branches, by quick action, enabled him 


to accomplish his object. 


In appreciation, he wrote: 


“There is a great advantage to Americans doing 
foreign business through bankers who know Amer- 


ican methods. 


Your London people appreciate 


this keenly, and what is more, they make it count.” 


This Company’s bank customers in the United States 
are assured of efficient service and codperation through 


our European branches. 


Our booklet, “Banking 


Facilities in Europe,” will be sent on request. 
> q 


Guaranty ‘Trust Company 
of New York 


PARIS 


NEW YORK LONDON 


LIVERPOOL 


ducement to work for branch privileges is 
held out to any group or class of banks. 

In a number of states and in the District 
of Columbia branch banking by state banks 
was permitted at the time of the passage of 
the McFadden bill. Likewise, additional 
offices were being operated in some of those 
states by a number of national banks. So 
the enactment of the bill granting limited 
city branch rights to national banks created 
a privilege which to some of them was not 
entirely new. The amended law simply 
broadens and makes statutory certain pow- 
ers which a few national banks exercised in 
a limited way previously through permis- 
sion granted by the Comptroller of the 
Currency to establish additional offices. No 
branches of national banks can be set up 
now except within the cities in states which 
permit branch banking, and additional offices 
were maintained in many such places prior 


HAVRE 


BRUSSELS 
ANTWERP 


to the adoption of these amendments. So 
it is seen that the enactment of the bank 
bill was not the signal for the inauguration 
of a system of general branch banking. 
Instead, branches of national banks are re- 
stricted in numerous instances more than 
they were previously. 

In the amended law the term 
banks” includes also “additional 


“branch 
offices,” 


and a very sharp limitation is placed upon. 


their establishment and maintenance. State 
banks converting into or consolidating with 
national banks, and national banks consoli- 
dating, may retain any of their branches 
which were in lawful operation at the date 
of the approval of the McFadden bill. How- 
ever, no national bank or state bank mem- 
ber of the Federal Reserve System may 
establish any branch or branches outside of 
the city in which the parent bank is lo- 
cated. Neither may it set up branches any- 
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where in states which do not permit state 
banks to create branches. 

No national bank may establish a branch 
in any city with population of less than 
25,000, nor more than one branch in a city 
with population of less than 50,000, nor 
more than two branches in a city with pop- 
ulation of less than 100,000 inhabitants. Ip 
larger cities the number of branches js 
within the discretion of the Comptroller of 
the Currency. This language, however, 
must not be interpreted to mean that each 
bank has an absolute and unqualified right 
to establish the maximum number of 
branches authorized by the statute. On the 
contrary, in the creation of branches the 
approval of theComptroller of the Currency 
is a prerequisite just the same as it is in the 
organization of a new bank, and the appli- 
cation for any branch which seems unneces- 
sary may be denied. 


Privileges Swept Away 


HUS we see that not only has the 

spread of branch banking by the estab- 
lishment of branches been halted in the na- 
tional system outside of the cities, but that 
even within them some of the earlier branch 
privileges have been swept away entirely. 
The expressed desire of a majority of bank- 
ers to make impossible the further spread of 
branch banking outside of the municipali- 
ties has been accomplished. Likewise, the 
purpose of another group to confine branch 
banking within the national system to defi- 
nite limitations even within the cities has 
succeeded. The possibility of the large city 
banks reaching out into the surrounding 
counties and annexing the independent banks 
has been wholly removed. 

The right of Congress to enact laws to 
regulate branches of state chartered banks 
is limited. It can place restrictions upon 
only such of them as are members of or 
applicants for membership in the Federal 
Reserve System. In the McFadden bill, 
one purpose of which was to place national 
banks upon a plane more nearly the equal of 
that occupied by state chartered banks, 
Congress went as far as it could toward 
creating an equality in the matter of 
branches. It was guided by the principle 
that it should not drive state banks from 
the Federal Reserve System, nor make it 
impossible for other state banks to become 
members. However, the amended law de- 
nies a state bank member the right to es- 
tablish a branch outside of the city in which 
the parent bank is located. Likewise it de- 
nies a state bank the right to enter the Re- 
serve System without first relinquishing all 
out-of-the-city branches established after 
the passage of the McFadden bill. Thus a 
very potent limitation is set upon such state 
banks as the Federal Government can reach, 
and the effect will be found to be very 
salutary. 


Maximum Loans 


amendments to Section 5200 of the 
revised Statutes constitute a_ restate- 
ment of the original law and the various 
changes made touching the maximum loans 
which national banks may make. The basic 
limitation of ten per cent of capital and 
surplus is retained, as are the various ex- 
ceptions, but the latter are liberalized im 
some instances and curtailed in others. Such 
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modifications as experience has shown to 
be desirable have been carried into the law. 
Some of them were sponsored by the Comp- 
troller of the Currency and are intended to 
simplify the work of his office. 

Before its amendment the law relating to 
the certification of checks required only 
that the amount of the check certified “be 
regularly entered to the credit of the 
drawer.” This language has been changed 
to require that the amount of the check be 
“regularly deposited in the bank by the 
drawer thereof” before a check can be cer- 
tified. Violation of the provisions of the 
statute is made a misdemeanor punishable 
by fine or imprisonment or both. 


Comptroller’s Calls 


OT infrequently it happens that the 

president and the cashier of a bank are 
away at the same time. This is particularly 
true in the larger banks. It has proved 
bothersome when at such times it has been 
necessary to sign a statement of the bank’s 
condition and send it to the Comptroller of 
the Currency. 

The amended law takes cognizance of 
such a condition and permits the board of 
directors to designate a vice-president or 
an assistant cashier to sign such statements 
in the absence of the president and the 
cashier. 

The prohibition against loans being made 
by a bank officer or employe to bank ex- 
aminers is retained in the law. Likewise, 
it is made a misdemeanor for an assistant 
examiner as well as an examiner to unlaw- 
fully take or conceal any money or other 
property of value from any member bank 
or from any safe-deposit box in or adjacent 
to the premises of such bank. Conviction 
in any district court of the United States 
shall be followed by fine or imprisonment 
or both. 


Real Estate Loans 


HE operation of the Federal Reserve 

law, with its provisions permitting re- 
stricted real estate loans to be made by na- 
tional banks, proved the wisdom of granting 
that authority. Likewise, experience has 
shown clearly that the privilege was unduly 
limited. The one year restriction on loans 
on city real estate in effect barred most of 
that class of business from nationai banks. 
The amendment just enacted, giving them 
the right to make five-year loans on im- 
proved city real estate as well as improved 
farm lands, is expected to stimulate greatly 
that character of loans. 

This broader privilege enables national 
banks to accommodate in an additional ca- 
pacity clients to whom other banking ser- 
vices are being extended. It makes possible 
the placement of further funds in the home 
communities. It gives to banks a form of 
security of the very highest type. A real 
estate loan is an attractive investment and, 
in this age of the Federal Reserve System, 
a thoroughly liquid and desirable one, and 
when made in a sum not exceeding 50 per 
cent of the value of the property mortgaged 
its safety creates a continuing market. 

The restriction that the aggregate of such 
loans shall not exceed 25 per cent of the 
capital and surplus of a bank, or one-half of 
its savings deposits, limits the total to an 
amount which cannot jeopardize the bank’s 
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Years of study 
and planning 
have enabled us 
to develop beauti- 
ful and practical 
structures suchas | 
this bank. | 


Service 


Banks Exclusively 
| NINTH AND SIDNEY STREETS --- ST. LOUIS, MO. 


solvency. Likewise, the statute requiring 
that the property upon which such loan is 
made must be within 100 miles of the bank 
making the loan or within its Federal Re- 
serve District, restricts the territory to that 
concerning which a bank has more or less 
intimate knowledge. Another protecting 
feature of this section of the amended law 
is that which requires that the entire amount 
of the obligation secured by the mortgage 
or deed of trust or other instrument shall 
be made to or held by the bank. Safe- 
guarded by statute and by regulations and 
exercised with sound business judgment it 
is clear that the privilege will be helpful to 
the banks and welcomed by their customers. 

Instead of requiring that banks organ- 
izing under national charters, and those al- 


ready so organized, shall issue or continue 
their stock in shares of $100 each, as was 
the law formerly, such banks may now make 
‘their shares of stock in whatever amounts 
they wish so long as they do not exceed 
$100. In this respect all national banks are 
now on a parity with such of them as con- 
verted from state chartered banks and were 
permitted to continue their shares in the 
same amounts as before converting. This 
may aid in placing the stock of national 
banks in the hands of a greater number 
of people. 

The foregoing change in the par value 
of shares made necessary also a modifica- 
tion of the law stipulating the minimum 
number of shares which a director must 
own. He is now required to hold stock 
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WENTY-FOUR years ago, in 

1903, Orville and Wilbur Wright 
were the first to design, build and fly 
a heavier than air machine which 
carried a man. And the conquest of 
the air is still in its infancy. 


It is a lusty infant, however, clamor- 
ing for the facilities of expansion. 


Those facilities are right here in 
Detroit. The same ability, the same 
vision, the same mental, manual and 
financial power that developed the 
automobile from its 
meager beginning 


sf: 


to its present world vehicular 


leadership are ready and waiting 
to lead in the similar development 
of the airplane. 


In preserving this industry for 
Detroit, the First National Bank and 
its affiliated institutions will play 
the same dominant part which they 
have played throughout the com- 
plete cycle of progress in this city— 
that of financial advisor and reposi- 
tory for the individuals and institu- 
tions concerned in its development. 


CENTRAL SAVINGS BANK 
FIRST NATIONAL DETROIT 


with an aggregate par value of at least 
$1,000 if the capital of the bank is $25,000 
or more. In a smaller bank a director’s 
stock holdings must amount to at least $500 
par value. 


Federal Reserve Bank 
Charters 


HE McFadden bank bill has been spoken 

of generally as a proposal to modernize 
and preserve the national banking system. 
Most of its sections do refer to national 
banks and their protection and their con- 
tinuation are the prime objects sought. 
They are not, however, the only purposes. 
Another section of the bill touches the 


Federal Reserve System directly. It deals 
with the very life of the system, and among 
the numerous important features of the bill 
is the provision granting indeterminate 
charters to Federal Reserve banks. The 
adoption of this amendment is a long step 
forward, and its effect will be very bene- 
ficial and far-reaching. 

The twenty years’ limitation on charters 
was a constant reminder of the caution ex- 
ercised by the framers of the law, who, 
fearing to set up in perpetuity a system 
the effects of which could not be foretold 
accurately, decided to limit it to a period 
of experimentation. Now that probationary 
period is passed and greater permanency 
is desired, Within the recent past, though 


with scarcely more than 50 per cent of the 
original life of the Reserve banks’ char- 
ters expended, their renewal received much 
attention from bankers and statesmen and 
the public, and gave rise to numerous ry- 
mors. Had such agitation continued for any 
great length of time, even the slight possi- 
bility of the failure to renew the charters 
might have had a harmful effect upon busi- 
ness throughout the nation. 

The creation of a charter without time 
limitation, to that extent at least, has lifted 
the Reserve System from the realm of 
politics and uncertainty. It has put a stop 
to the speculation over charter extensions, 
and the realization that there can be no 
interruptions in the flow of credit obtained 
through Federal Reserve banks will have 
a stabilizing effect. It bespeaks confidence 
in the future and enables business to con- 
tinue in its normal channel free from the 
unsteadying effects of rash conjecture over 
a period of years prior to a definite expira- 
tion date. Moreover, it has removed the 
possibility of the certain disaster which 
would follow a positive denial of charter 
extension. The effect of this amendment 
upon our institutions, and its complete ban- 
ishment of the occasion for a renewal of 
expressions of misgivings, will mark the 
indeterminate charter as an accomplishment 
of inestimable importance. 

So much good was accomplished through 
the enactment of these various amendments 
that they should be acclaimed by the banks 
and the public alike. Justice to national 
banks and strength and virility to the Re- 
serve System, without any disadvantage to 
state chartered banks, determined the course 
of that legislation. It recognizes and pre- 
serves everything lawfully in existence at 
the time of the passage of the Act. It pre- 
vents the spread of branch banking in the 
Reserve System outside of the cities. It 
confines the establishment of branches of 
national banks to states in which state 
banks are allowed to set up branches. It 
offers an inducement to state banks with 
branches already established outside of the 
cities to come into the Reserve System by 
permitting them to do so without relinquish- 
ing branches in existence at the time of the 
enactment of this law. 

The national banking system has long 
been a part of our financial structure. 
Those of us who are a part of it, and those 
outside who have recognized its needs, have 
worked untiringly for its amendment. How- 
ever, its liberalization alone has not been 
our goal. We were equally solicitous for 
the welfare of the Federal Reserve System, 
and that no impediment should be placed in 
the path of any other class of banks. The 
rights of all of them to enjoy their share 
of the business and to offer their services 
without interruption in their communities 
are recognized in the bill just passed. 


Farm Accounting 


O encourage farm accounting, each bank 

in Josephine county, Oregon, selected 
fifteen farmers. These farmers were called 
together and made up inventories in the 
presence of the county agent. Arrangements 
were made for the county agent and farm 
demonstrator to visit each farm two or three 
times during the year. 
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Real Estate Loans 
(Continued from page 644) 


reducing the earning power of his institu- 
tion. 

A situation which obliges thousands of 
widely scattered banks throughout the 
United States, many of them in small com- 
munities, to send what becomes an enor- 
mous aggregate of funds to be loaned “on 
call” in Wall Street, is one which is un- 
healthy for the general welfare, and un- 
desirable for the banks and their communi- 
ties. How much more preferable it would 
be to have those funds invested in the re- 
spective communities, under the constant sur- 
veillance of the local banker, than to swell 
the vast stream that goes into brokers’ 
loans and is employed in operations on the 
New York Stock Exchange. 


Outside Investments 


_ rapid increase in outside investments 
of national banks is shown in the Comp- 
troller’s report. In 1925 the increase was 
nearly $600,000,000, making the total almost 
five and three-quarter billions of dollars. 
This is nearly one-half of the amount of the 
total loans and discounts of all national 
banks. In other words, bonds and securities 
now constitute almost one-third of the total 
loans and investments. 

Some very good bankers have expressed 
the fear that the authorization for five-year 
real estate mortgage loans may seriously 
affect the liquid character of national banks. 
I can see no danger in this, provided each 
individual banker will analyze his own 
situation and then pursue a policy fitted to 
his particular needs and condition. 

The fact is that a national banker is now 
something more than a commercial banker. 
Nearly all of them are conducting a savings 
bank on one side of the lobby and a com- 
mercial bank on the other side. It is need- 
less to point out that the question of the 
liquidity of the bank’s assets is very much 
different for demand deposits than it is for 
savings deposits. 

Perhaps we will get a clearer idea of the 
situation if we mentally separate the bank 
into its two component parts. Against the 
demand deposits, every consideration of 
prudence and safety demands that an equal 
amount of assets be kept in as liquid a con- 
dition as possible. The banker will look to 
his cash and due from banks, his reserves, 
and his secondary reserve of quickly mar- 
ketable securities to meet the requirements. 

If more is needed, what a bulwark of 
strength he has in the Federal Reserve 
System, which mobilized the reserves of its 
members, so that the financial strength of 
the whole system is available to cope with 
dangers which may arise in localities or 
sections. Under its broad  rediscount 
facilities every member bank can promptly 
and easily meet its seasonal requirements or 
unexpected withdrawal of deposits. Of 
course, he will see to it in making loans 
that his note case contains a proper amount 
of paper eligible for rediscount. 

The facilities for meeting the require- 
ments of commercial banking were never so 
complete and efficient as they are now. 

Let us look now to the other part of the 
bank, 45 per cent of the deposits in 90 per 
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cent of the national banks are time de- 
posits; more than five billions of dollars 
are strictly savings deposits. These sav- 
ings deposits are almost as constant as the 
sun in its course. It is the rare exception 
if savings deposits in a well-managed bank 
do not increase steadily month by month and 
year after year. 

Who will contend that the same liquidity 
of assets is necessary against such deposits 
as may be required against demand de- 
posits? The proper employment of savings 
funds is in reality more in the nature of in- 
vestment banking than it is commercial 
banking. 

By all the rules of sound banking there 
is no better investment for savings deposits 
than well selected first mortgage loans on 
real estate. The soundness of such loans on 
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local property, under constant observation, 
is beyond question. A first mortgage of 
this kind for 50 per cent of the sound value 
is considered the best form of security. It 
is so recognized by the laws of many states, 
which make such loans legal investment for 
savings and trust funds. 


The Market for Real Estate 
Loans 


considering what proportion of 
savings deposits a bank should lend 
upon real estate security, let us examine the 
present marketability of real estate loans. 
We need not discuss farm loans, because the 
days when banks made such loans are gone 
forever. All but a negligible amount of 
farm loans are now being handled by the 
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the National Surety Company. 


Federal Land banks, Joint-Stock Land 
banks and insurance companies, which offer 
lower rates of interest than the local bank 
can meet. 


110 East 42d Street 


Changed and changing conditions have 
greatly altered the whole situation with re- 
spect to first mortgage loans on homes and 
business property, and there is a constantly 
expanding market for them. Insurance 
companies are now actively in the market 
for loans of this kind, both large and 
small. In 1906 they held mortgage loans on 
city properties to the amount of $552,000,- 
000, while in 1926 it had increased to $3,- 
123,000,000, or 26 per cent of the admitted 
assets of all the United States legal reserve 
insurance companies. 

The local market for these loans is 
steadily increasing, as banks are beginning 
to perform their rightful function of sup- 
plying the investment needs of their cus- 
tomers. 

More and more the practice is growing 
among banks of requiring the borrower to 
reduce his real estate loan a certain per 
cent each year. This policy not only pro- 
motes thrift, but it automatically liquidates 
the paper. 

Then again, if a bank loans substantially 
the same total amount each year on five- 
year mortgages, at the beginning of the 
sixth year the maturities would occur in an 
even, annual flow. 

Of course, each bank must decide for it- 
self the percentage of time deposits which 
it can properly invest in real estate mort- 
gages. No one rule would fit every bank. 

We find wide differences in the laws of 
the several states with respect to the pro- 
portion of real estate loans to deposits and 
a great divergence of opinion among in- 
dividual bankers on the subject. Local con- 
ditions will doubtless prove to be the 
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governing factor in each instance. 

On examining the state laws we find the 
same differences and restrictions in the 
eastern states where mutual savings banks 
prevail, as are found in other sections of the 
United States where the mutual savings 
bank is practically unknown. In Connecti- 
cut a state bank may loan on real estate 
as much as it pleases. In Rhode Island such 
loans may be made not to exceed 70 per cent 
of their savings deposits, providing that 
not more than 30 per cent of this amount 
shall be on Rhode Island real estate. This 
applies to savings banks and savings de- 
posits in other banks. In Pennsylvania a 
state bank may loan on real estate up to the 
amount of its time deposits plus 25 per cent 
of its capital and surplus, while in New 
Jersey there are no restrictions imposed on 
state banks in making such loans. Michigan 
places no limitation on savings banks and 
trust companies but limits strictly commer- 
cial banks to an amount equal to one-half 
of their capital. 

In the mid-western region state banks 
generally do a general commercial and sav- 
ings business. Indiana, Illinois and Iowa 
place no restrictions on banks as to the 
amount of real estate loans they may accept. 
Wisconsin places the limit at 50 per cent 
of the capital and deposits. : 

South Carolina limits the aggregate ot 
such loans to one-half of the capital and 
one-half of the deposits; while in Georgia 
25 per cent of capital and surplus is the 
limit. Texas prescribes that not more than 
50 per cent of the bank’s securities may 
be in the form of real estate loans. In 
Arizona the law prescribes that 50 per cent 
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of all the bank’s loans must be in first liens 
on Arizona lands. 


Each Banker Must Make 
His Own Rule 


N examination of the state laws sug- 
gests no safe rule or proportion that 
could be offered as a general policy suited 
to every locality. Conditions differ so 
widely that we are led to the conclusion 
that the judicious thing for each banker to 
do is to fix his own rule for the safe con- 
duct of the business of his particular bank. 
The proposed extension fixes the upper 
limit at 50 per cent of savings deposits. It 
is not likely that this percentage would be 
reached, except in isolated cases. At the 
present time the ratio of real estate loans 
to time deposits in national banks is about 
6 per cent. 

It seems certain that the modification of 
the law extending the time for which loans 
on city real estate may be made to a period 
of five years will open up to thousands of 
the national banks a field of business that 
will be safe and profitable. It should enable 
them to build up their banks by this new 
accommodation to customers. It should 
have a wholesome effect on the growth of 
the community because there is a natural 
relation between savings deposits and home 
building and under the old restrictions the 
savings of the people have to a degree been 
diverted from their natural channels of in- 
vestment. 

It should enable a great number of banks 
to better diversify and balance their in- 
vestments. An undue percentage of long 
time bonds in distant corporations is not a 
natural condition for a country bank. The 
interest yield is lower than on local loans, 
the chances of loss are greater, and if a con- 
dition arises and the bank is obliged to sell 
its bonds it is almost certain to be in a 
depressed market. A proper percentage of 
its savings deposits in sound real estate 
loans will increase the banker’s peace of 
mind and contribute to the success and 
safety of his institution. It may be added 
that the alert banker, with investment con- 
ditions changing as they are, may easily find 
a market for such loans that would enable 
him to do a constantly increasing business, 
without exceeding the proportion of such 
loans to his savings deposits as he may 
decide is most desirable for his institution. 


Chicago Banks 


(Continued from page 656) 


tice, has exempted acts of God, of the 
public enemy, and acts of agents outside of 
the bank whom we have chosen with proper 
care, but I think those few exceptions are 
of very little importance, and, as a matter 
of practice, the First National Bank as- 
sumes full responsibility. 

The only other question that arises is the 
construction of the rule which says that 
charges shall be discretionary where obli- 
gations, having a maturity of no more than 
twelve months, are put in for collection. 
This provision was intended to cover only 
short time security; it was not the inten- 
tion that this provision should apply to 
securities which mature each year; that is, 


AMERICAN BANKERS ASSOCIATION JOURNAL 


A Billion Dollar Business 


Fifty-three thousand employes, of whom 13,090 
areshareholders, helpedto boostSwift&Company’s 
sales close to the billion dollar mark in 1926, an 
achievement of which the company is proud. 


That is just a part of the story told in the new 


Swift 1927 Year Book. 


In his annual address to shareholders, Presi- 
dent Louis F. Swift outlines an amazing tale of 


big business: 


Swift & Company spent $482,708,847 for live 
animals in 1926, almost a million and a half in 
cash each business day; 


The number of animals purchased was 


16,969,708; 


Livestock prices averaged slightly higher than 
in 1925, although sheep sold for slightly less. 


Payment of dividends regularly for more than 40 years has 
earned the confidence of the investing public, and attracted 
47,000 shareholders, of whom 20,000 are women. 


There are a number of interesting charts in the Year Book. 
A copy will be sent free on request. Just fill out the cou- 


pon below and mail. 


Swift & Company 


Swift & Company, 


Union Stock Yards, Chicago 


Please send a copy of the 1927 Year Book to: 


long time securities which have been in the 
bank for some time and mature each year. 

There has been some question of han- 
dling. In the final analysis, all securities 
are deposited for ultimate collection. Some 
banks are taking these securities and put- 
ting them into their collection department ; 
some are keeping them in their safe-keep- 
ing department; some of them are keeping 
them in the safe-keeping department, mark- 
ing the receipts “Entered for collection.” 

In general, as with all rules that are dis- 
cretionary, where it says that “charges are 
discretionary” no charge will be made, with 
the exception of charitable organizations 
where it is intended the commercial banks 
shall charge half of the regular rates. 

Our bank has a large volume of securi- 
ties in our bond department, and we hope, 


by virtue of this rule, to get those securi- 
ties out almost entirely. We are making 
a charge on securities, not only securities 
held now, but in the course of time we 
expect to work out of the bond department 
all securities except those which are sim- 
ply held there for a week or two or a 
month, pending the convenience of the cus- 
tomer. 

We feel, in Chicago, more than happy 
about this new development. We do not 
know how it is going to result exactly. 
We do not think any of the banks are go- 
ing to lose any customers. We think we 
are going to get a fair and proper charge 
for this large volume of work that has 
been done in the past free. The banks think 
they have done a great thing in correcting 
what they feel has always been an abuse, 
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3 Point Protection 


find a vast number have installed, or are planning to ob- 


ee) ind. to all the big modern banks of the world. You will 


a 
tain, the “3 Point Protection” for vaults that only Steelcrete 


can give. 


The Federal Reserve Bank of New York—The 


Bank of England—Royal Bank of Canada at Montreal—Mit- 
sui Bank of Tokio, Japan—all great names. 

Steelcrete mat imbedded in the concrete provides the great- 
est defense ever attempted. And you don’t want to risk less 
protection for your bank. Certified endorsements of Bankers 
and Booklet No. 20 offer evidence. 


The Consolidated Expanded Metal Companies 


Steelcrete Building 


Wheeling, W. 


Branches: Atlanta Cleveland Pittsburgh New York Boston Philadelphia Chicago Buffalo 


EXPLOSIVES 


The Mid-Winter Trust Conference 


EPRESENTATIVES of banks and 
trust companies from thirty differ- 
enet states and from 145 different 
cities attended the eighth mid-win- 

ter trust conference, which was held in New 
York City, Feb. 16 to 18, under the au- 
spices of the Trust Company Division of 
the American Bankers Association. More 
than 500 individuals participated in the 
business sessions of the conference, which 
were presided over by W. S. McLucas, 
chairman of the board of the Commerce 
Trust Company of Kansas City, Mo., and 
vice-president of the Trust Company Divi- 
sion, while over 1200 attended the banquet, 
which was addressed by Cornelius F. Kelly, 
president of the Anaconda Copper Mining 
Company, and Edgar Guest, the popularly 
known poet of Detroit. Judge Edward J. 
Fox, president Easton Trust Company, 
Easton, Pa., and president of the Trust 
Company Division, presided at the banquet. 

There were six business sessions during 
the conference devoted to a comprehensive 
review of some of the most advanced meth- 
ods of extending trust services to the peo- 
ple of the United States and to the free 
interchange of thought and opinion based 
_on actual knowledge and experience. With 
the object of “building up a sound and 
solid foundation upon which a structure 
_of helpfulness might be erected,” the con- 
ference discussed a number of specific sug- 


gestions for improving the service that a 
trust institution might render. 


HE practice of charging for the safe- 

keeping of securities is spreading, it 
was developed at the conference when John 
C. Mechem, vice-president of the First 
Trust and Savings Bank of Chicago, re- 
counted how the banks in Chicago have 
introduced a graduated system of charges. 
David P. Condon, registrar of the Farm- 
ers’ Loan and Trust Company of New York 
City, recommended that banks use the form 
of dividend order which requests the regis- 
trar to pay the check to the order of the 
bank for credit to the account of the stock- 
holder. Discussing recent developments in 
the field of the registrar and transfer agent, 
Mr. Condon reported that reciprocal laws in 
the matter of tax on intangibles of non- 
resident decedents were gradually gaining 
force and strength. There are now thir- 
teen states in this group, either through the 
adoption of reciprocal laws or the abro- 
gation of these taxes. 

Lewis B. Franklin, vice-president of the 
Guaranty Trust Company, stated in behalf 
of the Committee on Financial and Fidu- 
ciary Matters of the Federal Council of 
Churches, that the banks and trust com- 
panies could make good customers of the 
Christian churches of this country by taking 
physical custody of their securities, improv- 


ing the character of investments of endow- 
ment funds and helping in the making of 
wills that can be practically administered. 

Results of a study of the market for 
trust services were presented by James G. 
Smith, of Princeton University, while 
Leopold A. Chambliss, assistant secretary 
and treasurer of the Fidelity Union Trust 
Company of Newark, N. J., discussed ad- 
vertising and selling trust service. Fred 
W. Ellsworth, vice-president of the Hi- 
bernia Bank and Trust Company of New 
Orleans, conducted a symposium on trust 
company advertising, emphasizing the de- 
sirability in newspaper advertisements of 
an interesting title, a brief discussion and 
a conspicuous signature in order to talk 
to the people along the lines of least re- 
sistance. An advertisement should be ot 
such a nature as to make the prospect un- 
derstand the idea and to act upon it. 

The important factors to be considered in 
developing insurance trusts were reviewed 
by W. H. Brown, assistant vice-president 
of the Old Colony Trust Company of Bos- 
ton, while H. B. Grimm, manager of busi- 
ness extension of the Security Trust Com- 
pany of Detroit, discussed selling trust 
services through personal salesmanship. 
Mr. Grimm urged banks and trust com- 
panies to keep as careful a record of their 
sales of trust services as they do of their 
investments, deposits and earnings so that 
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Yes, Sir—WEAR PROOF MATS will give you every mat service any other kind of mat 


will give—and they’ll do it better and cheaper because “They Never Wear Out.” 


GREATER FOOT SCRAPING SURFACE 
CATCHES ALL THE DIRT 


WEAR PROOF MATS have greater scraping surface and dirt-catching capacity than all 


others. 


By actual test they are 50 per cent more sure-footed and slip-proof. 


They are 


water-proof, germ-proof, and rot-proof. Easy to clean and handle. No beating or pound- 


ing to get the dirt out of them. Roll them up and sweep the dirt from under them. 


them down and they lie flat. 


And besides all this, the first cost of WEAR PROOF MATS is the last cost,— 
the most economical of all mats to buy because they give everlasting service, 


satisfaction and WEAR. 


with anything else? 


Send for the Wear Proof Book which shows how WEAR PROOF MATS will save you 
money,—give you better, safer mats and everlasting satisfaction. 


WEAR-PROOF MAT CO.), 


they may learn what the costs of securing 
each kind of business are, what fields of 
solicitation are most prolific, and what 
method of salesmanship is most productive. 

O. J. Neibel, special representative of the 
Commerce Trust Company of Kansas City, 
in telling of his experiences in selling life 
insurance trusts, said that one of the prin- 
cipal duties of the trust development man 
should be to encourage the good will of the 
insurance underwriter, as it has been shown 
that the by-product of insurance trusts 
thereby created will be worthy of all the 
effort and expense put into this cooperative 
move. 

Frank Ganse, an insurance specialist of 
Boston, stated that only 10 to 12 per cent 
of life insurance proceeds was tied up in in- 
come form, indicating the large possibilities 
for trust companies selling life insurance 
trusts for the management of the estates 
growing out of life insurance policies. 


NE of the features of the conference 
was a symposium on “Settling Estates 
by Executor and Administrator,” led by 
William J. Stevenson, vice-president of the 
Minneapolis Trust Company, of Minne- 
apolis, Minn., in which eight different trust 
officers took up one practical phase of han- 
dling an estate, emphasizing the economies 
that can be made, the short cuts that can 
be taken, and some of the important details 
which are sometimes overlooked. 
The period between death and probate 
was covered by Roland E. Clark, vice-presi- 
dent of the Fidelity Trust Company, of 


Where else can you get all this except in a WEAR PROOF MAT? 


Lay 


Why be satisfied 


2164 Fulton St. 


Portland, Me. The period of the initiating 
or commencing probate proceedings was 
treated by C. Alison Scully, vice-president 
of the National Bank of Commerce of 
New York. 

Obtaining possession of the assets was 
discussed by R. H. Trott, vice-president of 
the Rhode Island Hospital Trust Company, 
of Providence, R. I., while the possession 
and care of real estate were reviewed by 
F, A. Carroll, vice-president of the National 
Shawmut Bank of Boston. 

A careful analysis of the investments in 
the estate should be made in a scientific 
manner, A. F. Young, vice-president of the 
Guardian Trust Company of Cleveland, 
said, the securities being classified as prime, 
high grade, medium, speculative or worth- 
less. 

The taxes that must be paid were dis- 
cussed by A. N. Van Vleck, assistant trust 
officer of the Guaranty Trust Company of 
New York, while John W. Chalfant, vice- 
president of the Colonial Trust Company 
of Pittsburgh, pointed out that the paying 
of legacies depended so much upon the laws 
of the respective states and the rules in 
force in other regulatory bodies, that a 
satisfactory generalization could not be 
made. 

Joel H. Prescott, vice-president of the 
Union Trust Company of Detroit, in refer- 
ring to the matter of final accounting, ex- 
pressed the opinion that, while statements 
had been made indicating the expenses of 
administration amount to about 9 per cent 
of some large estates, these expenses were 


= 


nearer 1 per cent, and that the debts left by 
the decedent accounted for the balance. The 
payment of the decedent’s just debts should 
not be regarded as a part of the shrinkage 
of an estate due to the winding up of the 
estate, he emphasized. 


gee is a great field for the use of 
life insurance for business purposes, and 
trust companies can be of service, particu- 
larly in directing attention to the protection 
that can be afforded to stockholders in close 
corporations and in partnerships, L. G. Mc- 
Douall, assistant trust officer of the Fidelity 
Union Trust Company of Newark, told the 
conference. He outlined a method whereby a 
trust agreement might be entered into by 
stockholders in close corporations so that 
upon the death of any large stockholder 
there would be a ready market for the 
stock of a close corporation, and at a price 
which the stockholder might fix during his 
lifetime. 

Judge Thomas C. Hennings, vice-presi- 
dent of the Mercantile Trust Company of 
St. Louis, said that the life insurance trust 
as a benefit to business was self-evident. 
“It stabilizes credit, it gives a close cor- 
poration a credit standing it would not 
otherwise have, and, in the case of close 
corporations where the stock is held by a 
widow or by a trustee with no duties to 
perform at the death of the owner of the 
stock or the partner of the business, an 
opportunity is given to the survivors to 
purchase this stock and continue it with 
all life partners,” he said. 
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One of the many banks that 
have adopted Federal Gas as a 
protection against daylight hold- 
ups. White arrows s loca- 
tion of guns. The booklet 
“Beating the Bandit” will give 
you complete data—send for it. 


Safety Obligations 


AFETY for the lives of customers 

and employees, as well as for 
money and valuables, is an obligation 
of any financial institution serving the 
public. And, its progress depends 
upon the good will and confidence it 
builds. 


Steel vaults and other forms of pro- 


tection against night burglary have 
been material factors in building con- 
fidence—but, although efficient against 
burglary, they are inadequate to cope 
with today’s greater menace, the day- 
light hold-up man. 


For this reason, thousands of banks 
have adopted— 


Federal Gas model “Y” equipment is endorsed and recommended by the Underwriters’ Laboratories and 


consequently carries a reduction in bank insurance. 


Investigate now. 


FEDERAL LABORATORIES, Inc. 


1631 Liberty Avenue 


Branch Offices—New York, Philadelphia, Cleveland, Toledo, Chicago, 
Min is, Denver and Toronto. 


nea pol 


The Luthy Check Stub 


Simple, Convenient, Labor-Saving 


Patd. Sep.1, 1925 


Reduced Size 
Adaptable to any number of Checks on the Page 


Apply to CHAS. T. LUTHY, Peoria, Ill., 
914 Sanford St. 


Judge C. R. Holden, vice-president of the 
Union Trust Company of Chicago, empha- 
sized that every case where life insurance 


Pittsburgh, Penn. 
Indianapolis, Detroit, Kansas City, St. Louis, 


is taken out for business purposes is nec- 
essarily very largely individual—both in the 
aspects it presents and the problems that 
have to be solved. In cases where, on the 
mere expectancy of life, it is necessary at 
the date that the agreement is being drawn 
to deal with the proposition of what the 
probable value of stock will be some twenty 
or thirty years in the future, it is very diffi- 
cult to arrange on any rule of thumb what 
should be applicable, he warned. 

“If you can provide on the basis of a 
proper trust, supporting a proper option, 
with the sufficiently elastic means to obtain 
a fair value—a fair cash value to the estate 
of the deceased, with added security based 
on the stock being worth not only what 
it has earned in the past, but upon the future 
of the business, why, then you have a suffi- 
ciently important and serviceable instru- 
mentality for dealing with that element of 
the affairs of a close corporation,” he said. 
“The whole matter of business insurance 
has hardly scratched the surface. It is really 
a retiring provision, based on insurance ele- 
ments, of those factors in a business which 
ought to not only have the assurance of 
being retired at a fair price, but also that 
the business itself should be assured of not 
having to carry on with a load of dead 
timber.” 


EVERAL statements with regard to 
trust companies made by Arthur Stone 
Dewing, assistant professor of finance at 
Harvard, in his book on The Financial 
Policy of Corporations, were challenged by 
Francis H. Sisson, vice-president of the 
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Guaranty Trust Company, who 
that they were not founded on 
several instances and were unfair i: 
Instead of obtaining comprehensive 
on the service of trust companies in admin- 
istering trust fund’, which were availble, the 
author made a study of a few trusts han- 
dled by trust companies and compared the 
results with those obtained by ‘awyer- 
trustees. “With’a single exception of one 
trust administered by a small suburban trust 
company, every one of the trusts adminis- 
tered by a trust company show a conspicu- 
ous depreciation of principal,” the book set 
forth. “Nor was the income commensurate, 
for the short return throughout the period 
of fiduciary control, in practically every 
case was less than 434 per cent.” 

While the book conceded that “a totally 
inadequate number” of trusts was studied 
to make a broad generalization as to the 
ability or lack of ability of the professional 
trustee, “the few that have been studied 
do not excite admiration,” it commented, 

Mr. Sisson said that he “resented the 
broadcasting of such unsound utterances” 
and read some correspondence with Dean 
Donham, of Harvard, urging him to take- 
adequate steps to minimize the damage done 
by the statements made by a member of its 
faculty. 


isserted 
facts in 
others, 
figures 


T has been found to be extremely valu- 

able to keep a chronological history of in- 
terviews and discussions with clients re- 
lating to investments, C. W. Fenninger, 
vice-president of the Provident Trust Com- 
pany of Philadelphia, told the conference 
in discussing the psychological factor in 
trust investments. As the man who creates 
a trust may have special ideas of his own 
as to some of the investments in it, it is 
essential that the trust be reviewed from 
the trust’s own standpoint rather than ex- 
amining the securities as securities. Every 
time an account is reviewed, a note should 
be made of it, he advised. 

Judge William Rhodes Hervey, vice- 
president of the Pacific-Southwest Trust 
and Savings byes of Los Angeles, dis- 
cussed some the practical difficulties in 
the merger law as applied to trusts. Judge 
Gilbert T. Stephenson, vice-president of the 
Wachovia Bank and Trust Company, of 
Raleigh, N. C., in reviewing a hundred 
questions that are most frequently asked of 
trust officers concerning wills, trusts and 
estates, urged the trust companies in their 
public statements and literature to talk trust 
service in the language of the average man 
so that he could understand the subject. 

The corporate fiduciaries are the natural 
allies of life insurance companies, Winslow 
Russell, vice-president of Phoenix Mutual 
Life Insurance Company, said. Life insur- 
ance men are trained as creators—not as 
conservators of estates, he said, so that the 
trust company is the proper agent to see 
that the proceeds from insurance policies 
are not misinvested. The joint development 
of the life insurance trust will be help- 
ful both to the insurance company and the 
trust company, he said, after praising the 
banks and trust companies for their gener- 
ous attitude in advertising to the public the 
value in life insurance. 

C. H. Moore, vice-president of the Union 
Trust Company, of Rochester, N. Y., told 
how the trust prospect should be acquainted 
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A Blind Side 


8 ew public’s opinion of a bank is fixed largely by 
three factors: the bank’s statement, its personnel, 
and its building. The “good” bank, in the public 
mind, is the one that presents the same strong im- 
pression from each of these angles. The steadiest 
growing banks are those which keep the three factors 
in balance, not depending upon excellence in any one 
to offset weakness in the others. 

Strong personnel can make a bank, can literally 
force it to grow. But a strong personnel wastes much 
of its energy when it must force a bank to success 
against the impediment of a poor building. 

The Bank and its Building are almost one in the 
public mind. House a bank in a building which pic- 
tures the strength of that bank’s personnel and its state- 
ment, and you have added a strong link in the evidence 


upon which a favorable public opinion is based. Peoples Trust Co, 


Frackville, Penna. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 


ARCHITECTS - ENGINEERS 


SHALL we send you a copy of our Book ‘Building TILGHMAN Moyer CompPANy, Allentown, Penna. 
the Bank for Business’? Leonard P. Ayres, Vice- Gentlemen: Without obligation, please send me a copy 


President of the Cleveland Trust Company, says of it, of “Building the Bank for Business”. 


“I am genuinely interested in the subject and the es 


book.’’? You will find unexpected suggestions in its 


138 pages. The coupon will bring it to you without Address: 
cost or obligation. Just fill it out and mail. 


with the services that a trust company can 

perform, and how time can be saved in 
planning the disposition of the estate and STATE 
in developing a plan that will be the right DATE ASSOCIATION PLACE 
one for his estate. ; April 14-16 Florida Sarasota 
In discussing the taxation of life insur- April 20-21 Louisiana Baton Rouge 
ance trusts, Leon Gilbert Simon, of New April 21-23 North Carolina Pinehurst 
York University, suggested that life insur- April 27-28 Arkansas Little Rock 
ance policies should be made payable to the May 10-11 Oklahoma Oklahoma City 
bank or trust company, as trustee, for the May 10-11 Mississippi Biloxi 
specific benefit of a certain beneficiary, who May 10-12 Texas El Paso 
should be mentioned and contained within May 12-13 Tennessee Chattanooga 
the definition of the policy. The proceeds, May 16-18 Georgia Atlanta 
under this arrangement, are not subject to May Missouri Joplin 
the state inheritance tax or the Federal es- May Maryland Atlantic City, N. J. 
tate tax, Mr. Simon stated. Where the life Ma Womens Manhatien 
insurance policy is made payable to the May Californie Del Monte 
estate of a decedent, it has been found to 
l 7 by the state and Federal govern- June West Virginia Clarksburg 
June Oregon  Gearhart-by-the-Sea 
The open forum method of conducting June New York Washington, D.C 
the conference was held so that those par- June Pennsylvania Pittsburgh 


ticipating were privileged to ask questions — Villain St. Paul 
of those making a presentation of the vari- June District of Columbia 


ous matters. Hot Springs, Va. 
June Washington Tacoma 

+4 ‘ June Utah Salt Lake City 

Five Coins June Idaho Hayden Lake 

b ive United States mints, as an act of June North Dakota Jamestown 
international comity, turned out coins for June Ohio Cedar Point 
five foreign countries last year. June Maine South Poland 
The Philadelphia mint, which does vir- June Michigan Detroit 
tually all of this kind of work, struck off June lowa Des Moines 
11,657,000 coins for Peru and executed June Wisconsin Madison 
2,800,000 coins for Venezuela. Salvador, June Illinois Danville 
Guatemala and Costa Rica also availed June Virginia Virginia Beach 
themselves of this courtesy. June Colorado Estes Park 


July 1-2 


Sept. 1 


DATE 
March 10-12 


March 28-29 


May 2-5 


May 19-21 
May 25-27 
July 11-15 
Oct. 24-29 


SAVINGS 


March17-18 
March 24-25 
March 29-30 
April 7- 8 


Convention Calendar 


South Dakota 
Deadwood in the Black Hills 
Wyoming Thermopolis 
Nebraska Omaha 


OTHER 
ASSOCIATIONS PLACE 
Financial Advertisers’ 
Association New Orleans, La. 
Secretaries, Central 
States Conference 
Omaha, Neb. 
Spring Meeting Ex- 
ecutive Council, A. B. A. 
Hot Springs, Ark. 
Reserve City Bankers 
Pittsburgh Pa. 
National Foreign Trade 
Council Detroit, Mich. 
American Institute of 
Banking Detroit, Mich. 
American Bankers Asso- 
ciation Houston, Tex. 


BANK Division REGIONAL 
CONFERENCES 
California Oakland 
Ohio Cleveland 
Missouri St. Louis 
District of Columbia 
Washington 


Trust ComMpaANy Drviston REGIONAL 


CONFERENCE 


Aug. 11-12-13 Pacific-Rocky Moun- 


tain States Portland, Ore. 
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“Worth while.” 


Bureau of Canadian 
Information 


HE Canadian Pacific Railway, through its 

Bureau of Canadian Information, will furnish 

you with the latest reliable information on every 
phase of industrial and agricultural development in Canada. In our Ref- 
erence Library at Montreal is complete data on natural resources, cli- 
mate, labor, transportation, business openings, etc. Additional data is 
constantly being added. 


DEVELOPMENT BRANCH 


If you are interested in the mining wealth and industry of Canada or in 
the development or supply of industrial raw materials available from re- 
sources along the Canadian Pacific Railway, you are invited to consult this 
Branch. An expert staff is maintained to investigate information relative 
to these resources and examine deposits in the field. Practical information 
is available as to special opportunities for development, use of by-products 
and markets, industrial crops, prospecting and mining. 

“Ask the Canadian Pacific about Canada” is not a mere adver- 

tising slogan. It is an intimation of service—without charge or 


obligation—that the information is available and will be prompt- 
ly forthcoming to those who desire it 


Canadian Pacific Railway Company 
Department Colonization and Development 
J. S. DENNIS, Chief Commissioner, Windsor Station, Montreal, Can. 


SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
been_ purchased by more five 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » 25OQ WEST 57™ STREET +» New York City 


Capital, Surplus © Undivided 
Profits + $36,428,000.00 


Profits in Publishing Industry 


(Continued from page 648) 


His creed and personal slogan was: 


New York Telegram, Pittsburgh Press, 
Cleveland Press, Cincinnati Post, Toledo 
The rise and expansion of the Scripps- News-Bee, Akron Times-Press, Youngs- 


Howard newspapers constitute a thrilling town Telegram, Columbus Citizen, Ken- 


story of journalistic achievement. A half 
century ago E. W. Scripps, twenty-four 
years old, started his first newspaper, The 
Cleveland Press, with three partners, an 
idea and $10,000. 

There are today the following twenty- 
six papers in the chain which is controlled 
by the Scripps Publishing Co. of Cincin- 
nati: 


tucky Post of Covington, Rocky Mountain 
News, Denver Evening News, Evansville 
Press, Terre Haute Post, Houston Press, 
Fort Worth Press, New Mexico State 
Tribune (Albuquerque), San Diego Sun, 
Birmingham Post, Oklahoma News (Okla- 
homa City), El Paso Post, San Francisco 
Daily News, Memphis  Press-Scimitar, 
Knoxville News-Sentinel, Baltimore Post, 


Indianapolis Times, Washington Daily \ ews. 

The career of Roy W. Howard, chairman 
of the board of the Scripps-Howard inter- 
ests, is in keeping with the growth of that 
organization. He began by selling papers 
on the streets of Indianapolis, and he re- 
turned to that city a few years ago to buy 
out the newspaper he had sold on the streets 
asa boy. The recent purchase of The Tele- 
gram marks the first appearance of this 
organization into the field of New York 
journalism. 

Most everybody reads The Saturday 
Evening Post, which next year will 
celebrate its 200th birthday. The circula- 
tion is several millions weekly; they used 
to print it on the front cover, but the fig- 
ures evidently grew so large that there was 
not room. And everybody knows of Cyrus 
H. K. Curtis, head of the Curtis Publish- 
ing Company at Philadelphia, where it is 
printed, and of George Horace Lorimer, its 
famous editor. Edward W. Bok, who 
played such an important part in its de- 
velopment, tells in his book, Twice Thirty, 
how his father started him on a literary 
career by suggesting he buy Appleton’s 
Encyclopaedia with his savings and “read 
up” on all the people from whom he col- 
lected autographs, which was a great fad 
in those days. 

The Curtis Publishing Company, which, in 
addition to the Saturday Evening Post, also has 
the well-known Ladies’ Home Journal and 
The Country Gentleman, is easily the giant 
in the field as regards earnings. It has a 
portion of its stock outstanding in the hands 
of the public and makes a report once a 
year. The 1926 figure is not yet available, 
but is estimated at around $15,200,000 net 
after all charges, taxes, etc. Anyone who 
has held the stock over a period has been 
rewarded generously, and the return to the 
original owners has been fabulous. 

Mr. Curtis also controls the Philadelphia 
Public Ledger and the New York Evening 
Post, both leading papers in their respective 
cities. 


Tribunes and Tabloids 


ACK of space prevents reference to 
many other great individual news- 
papers and chains of a half dozen or so 
papers which are numerous throughout the 
country. The Chicago Tribune is one of the 
most outstanding, being read in every part 
of the world and exerting a tremendous in- 
fluence, particularly throughout the Middle 
West. 

The Tribune recently launched the week- 
ly Liberty, and for some years has had The 
Daily News of New York, one of the first 
of the “tabloids” to gain fame. More re- 
cently there has been a great increase in 
the number of these “picture newspapers” 
in New York and other cities. 

The Mirror, controlled by Hearst, is one 
popular newcomer; another is The Graphic, 
which is controlled by Macfadden Publica- 
tions, which also issues a number of maga- 
zines, including Physical Culture, True 
Story, True Romances, The Dance, Dream 
World, True Detective Mysteries, True 
Confessions and Moving Picture Stories. 

The McCall Corporation, publisher of 
McCall’s Magazine, had net profits last year 
of $1,223,907, and the president in his an- 
nual report stated that advertising sales in- 
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creased 26.4 per cent over the preceding 
year. The Butterick Company, publisher of 
The Delineator, The Designer, Everybody's 
and Woman's Magazine, make around 
$500,000 annually. The Crowell Publishing 
Company, featuring The American Maga- 
gine and The Woman’s Home Companion, 
is another large-scale organization. 

The Pictorial Review, published by Wil- 
liam Paul Ahnelt, claims to have the largest 
monthly circulation in the world—2,440,000 
copies having been printed in December. 
Condé Nast publishes the well-known Vanity 
Fair, Vogue, and House and Garden. 

The Funk & Wagnalls Co., publishers of 
The Literary Digest, are understood to be 
in the $1,000,000 class, measured by earn- 
ings, and the Press Publishing Co., which 
owns the Morning and Evening World in 
New York, is not far from it. 

The Clayton magazines include Ace-High, 
Danger Trail, Clues, Ranch Romances and 
Cowboy Stories. Street & Smith publish 
Western Stories, Detective Stories, Sport 
Stories, Love Stories, Popular Magazine and 
Top Notch. Doubleday, Page & Co. issue 
Frontier and Short Stories, and recently 
sold Adventure to the Hearst Publications. 

Most of the magazines, however, even 
the largest, are closely owned, as, for ex- 
ample, the McGraw-Hill Publishing Co., 
Inc., leading publishers of technical books, 
catalogs and directories, and the following 
trade journals: 

American Machinist, Bus Transportation, 
Chemical and Metallurgical Engineering, 
Coal Age, Electric Railway Journal, Elec- 
trical Merchandising, Electrical World, 
Electrical West, Engineering News-Record, 
Engineering and Mining Journal, Industrial 
Engineer, Ingenieria Internacional, Power, 
Radio Retailing, Successful Construction 
Methods. 


Book Publishing 


— publication of books and job printing 
are the other major branches of the indus- 
try and have a combined output valued at 
$806,887,417. The number of establishments 
reported—10,322—is practically the same as 
in newspapers and periodicals, while the 
number of wage earners is slightly larger, 
amounting to 133,316 on an average. 

The Commerce survey showed that the 
number of copies of books and pamphlets 
published in the United States in 1925 was 
423,983,344. In 1923 the number was 359,- 
291,818, the increase in two years being 
nearly 65,000,000 copies. 

The number of copies of books printed 
in 1925 was: 

Text books (for school use) 70,519.455 
Juvenile 15,108,144 
463,107 


2,691,583 
- 30,598,410 


2,094,343 

563,471 

Travel 704,825 
Miscellaneous and not specified. . 32,849,392 


Total books 191,769,340 

The number of copies of pamphlets issued 
was: 

Text for school use 27,661,513 


Juvenile 3,481,050 
201,071,441 


232,214,004 


Glorious 
Northern Ireland 


From Belfast to Donegal; from the walled city of Lon- 
donderry, with its age-old buildings and romantic 
history, to Portrush and the wonderful Giant’s Cause- 
way, moors and mountains, loughs and glens are linked 
by pleasant tree clad slopes, smiling pastures and old- 
world towns and villages. 


The London Midland and Scottish Railway 
has it own railroad in Northern Ireland and issues special 
tickets at reduced fares to tourists. These tickets are available 
for eight days, and the holder may travel over 200 miles of Irish 
railroad as often as he pleases. 

The London Midland and Scottish Railway operates six routes 
to Ireland, three serve Northern Ireland. The trains have 
restaurant cars and sleeping coaches; where necessary, the 
steamers sleeping berths and dining saloons. 


For advice and literature about travel in England, Ireland, Scot- 
land and Wales, apply to John Fairman, L.M.S. Agent, 200 
Fifth Avenue, New York; S. J. Sharp, 86 Yonge Street, Toronto; 
or any office of Thomas Cook & Son. 


Euston Station & St. Pancras Station . London 


MIDLAND BANK 


LIMITED 
Chairman: 
THE RIGHT HON. R. MCKENNA 


Joint Managing Directors : 
FREDERICK HYDE EDGAR W. WOOLLEY 


Statement of Condition 
December 3] st, 1926 


RESOURCES $5 = £1 


Cash in hand and Due from Banks .. $356,082,679-77 
Money at Call and Short Notice *» 113,934,258-15 
Investments ee és 194,267,910-75 
Bills Discounted .. ee ee 233,721,560-10 
Advances... -- 1,002,299,963-73 


Liabilities of Customers for Acceptances 
and Engagements oe 185,327,225-96 


Bank Premises we ee ee eo 34,682,873-21 
Investments in Affiliations ee 32,469,045-°75 


2,152,785,517-42 


LIABILITIES 
Capital Paid up .. 63,328,990-00 
Surplus ee ee ee ee ee 63,328,990-00 
Deposits ee ee ee 1,840,800,311-46 
Acceptances and Engagements .. ee 185,327.225-96 


2,152,785,.517-42 


Together with its affiliations the Midland Bank operates 2360 
branches in Great Britain and Northern Ireland, and has offices in 
the Atlantic Liners Aquitania, Berengaria and Mauretania. The 
Foreign Branch Office at 196 Piccadilly, London, is specially 
equipped for the use and convenience of American visitors in London. 


HEAD OFFICE : 
5 THREADNEEDLE STREET, LONDON, E.C.2, ENGLAND 


These books and pamphlets had a whole- Problems in Publishin 
sale value in 1925 of $154,991,493, compar- & 


ing with $135,278,737 the two years previ- MOST illuminating little article on 
ous, representing an increase of 14.6 per “Problems in American Publishing as 
cent, which is a greater gain than that made the Publisher Sees Them,” by J. W. Hilt- 
by newspapers. man, president, D. Appleton & Co., appeared 
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Fiction 
Poetry and 
Religion and philosophy .............. 12,244,224 
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WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


A.C.ALLYN*» COMPANY 


Incorporated 


67 West Monroe St. 


New York - Philadelphia Boston 


For highest yield consistent with 
safety, banks generally prefer 
Municipal Bonds for Bank Invest- 


ment and re-sale to clients. 


For Seventeen Years 
we have been 
supplying to banks 


Municipal Bonds 
Yielding 
4.15% to 6.00% 


Short Term Collateral 
Trust Bonds 


Secured by municipal obligations 


Yielding 6.00% 


Concessions to Banks 
Correspondence Invited 


TheHanchelt Bond Co 


Incorporated 1910 
MUNICIPAL BONDS 
39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 
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in the Literary Review of The New York 
Evening Post. Here are some excerpts that 
will appeal to the business man and banker : 


“The publishing of books is a profession as _ well 
as a commercial industry, and the book publisher 
is analogous to a manufacturer. His editorial de- 

rtment supplies the raw material, the manu- 
aaron me department processes it for the market, 


CHICAGO — Phone Randolph 6340 
Milwaukee Minneapolis San Francisco 


Send Your Friends 
to this Bank 


Letters of Introduction receive 
the utmost care and attention 


President J. Dasney Day 


Vice-Presidents V-Pres.Comptroller 


E. T. Petticrew Vat. J. GrunD 
J. M. Ruce 

J. Ross Crarx 

G. W. WALKER 

H. D. Ivey 

L. O. Ivey 

C. SuMNER JAMES 
Joun Bursaw 
Frank C. Mortimer 
C. A. Rupe 


Cashier 
F. R. Atvorp 


Asst. V- Presidents 


H. C. Vocersanc 
Sam S. Parsons 


FIFTH AND SPRING 


CITIZENS 


ATIONAL BANK 


LOS ANGELES 


the sales department distributes the completed 
book, the publicity department creates the demand; 
but there is infinite detail between the first and 
last process that probably exists in no other busi- 

“Booksellers are chary of stocking a book by 
a new author, so, beyond getting a few copies 
placed with each of the larger booksellers through- 
out the country, the sale must await the response 
to advertising and reviews. If the latter are un- 
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favorable, the book as a rule has hard sledding 
but if the publisher has faith in the author. he con. 
tinues to advertise and often in an ariount in 
excess of the gross returns on the book. . . . 

“The profession of book publishing is not purely 
commercial. Many books are published with the 
knowledge that they will not pay the publisher 
the expense of publication. But because he book 
is one that for the benefit of mankind it is thought 
should be preserved, the publisher risks hi; capital 
without hope of return. . j 

“One of the things most encouraging 
ublishing is the constantly growing den 

ks of a serious and an educational c! 
This has been particularly noticeable since ‘| 
of the war. e sale of some biographies, popular 
sociology and economics, historical studies nd 
of travel has equalled the sale of popul:: fiction 
authors, and it has become one of the mosi serious 
roblems of recent oe gay to decide how many 
ooks of this type should be added to each season’s 


“This steadily growing interest in books of a 
serious character $s encou the retail book- 
seller to carry a substantial and varied stock, which 
until recently he rarely did. And it has increased 
his sales, so that today the bookseller is as well 
established commercially as probably any oilier class 
of retail store. Further, it has had a marked effect 
in increasing the number of booksellers throughout 
the country, and to a point where it is difficult 
to obtain a sufficient number of intelligent book 

“One of the biggest problems that confronts the 
publisher is his manufacturing. With a book by 
a well-known fiction author, it is comparatively 
easy to determine the quantity for the first print- 
ing, but with unknown authors and with books of 
a general or special nature it is difficult to decide 
how many to print. And now that paper, press- 
work and binding are more expensive than ever 
before in our generation, it is necessary that close 
watch be made so as not to overprint. While it is 
impracticable to print less than a certain number, 
say 2500 copies, the tendency, owing to the en- 
thusiasm of the editor, is to overprint, at a resul- 
tant loss.” 


Financing the Job Printer 


HE output of job printing establish- 
ments in 1925 reached a value of $773,- 
141,943. If the printing and publication of 
sheet music and books of music, which are 
sometimes treated as a separate classifica- 
tion, and had a value in that year of $14, 
133,306 be added in, the combined income 
exceeds three-quarters of a billion dollars. 
Job printing comprises work of every 
conceivable character, and the establishments 
vary in size from a “two-by-four” shop 
run by one man to a plant covering a square 
block or more and employing thousands. 

In the past the objection to the job printer 
as a credit risk has been that he may be a 
good artisan but a poor business man. Too 
often he establishes himself with insufficient 
capital, doubtless encouraged by the easy 
terms on which he can purchase presses 
and type, which terms had been in vogue 
many years before installment selling came 
into prominence in financing automobiles, 
household appliances, etc. The practice 
among manufacturers is to sell this ma- 
chinery on a small down-payment, taking 
a number of serial notes for the balance, 
and holding a chattel mortgage on the prop- 
erty until fully paid for. 

The printer is required to expend con- 
siderable cash on paper, supplies and highly- 
paid union labor for every job, and if he 
is not careful in his granting of credit, and 
does not make collections promptly, he soon 
finds his limited capital tied up. The serial 
notes hang over him, usually maturing 
monthly, and he must meet these payments- 
or else lose his equipment, without which 
he would be helpless. This frequently forces 
him to cut prices to secure ready cash and 
to operate below his actual cost of produc- 
tion—depreciation, interest, etc., considered. 

It would be cheaper for the printer to 
borrow from a bank the funds with which 
to meet his trade bills and to anticipate 
the installment notes, thus leaving his assets 
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For 15 years Abbott Coin 
Counting Machines have 
given satisfactory service. 
This new model offers im- 
provements that increase effi- 
ciency. We will send one by 
prepaid express on ten days’ 
free trial. If not fully up to 
your requirements return it 
at our expense, If you keep 
it we'll make a liberal allow- 
ance for your old machine. 


Write us today for further particulars. 
Your bank deserves the new model. 


ABBOTT COIN 
COUNTER COMPANY / 


free of encumbrance. However, a print 
shop is not the most desirable kind of se- 
curity for commercial bank credit, for such 
items as raw material and finished mer- 
chandise, which in most statements are 
strictly current assets, would be hard to 
dispose of without sacrifice. The same is 
true of the equipment, which is second- 
hand even though used but a short while. 

Most bankers seem to feel that they 
should go no further than to advance funds 
temporarily for paper, supplies and labor 
to tide the printer over specific jobs until 
he can receive payment from his client. This 
accommodation is on an unsecured basis, 
although it may be supported by indorse- 
ment and by an exhibit of the contracts 
covering the work. An exception is the 
case of purchasing shipments of paper, 
either abroad or in this country, under let- 
ters of credit, where the merchandise serves 
as security. If when the paper arrives it 
is given over to the printer on trust receipt 
to use in his business, the receipt is a mere 
formality, since it would be difficult for the 
banker to follow the stock and realize any- 
thing thereon should the printer fail. 


Companies Publishing Reports 


OLLOWING is a tabulation of the lim- 

ited number of concerns in the printing 
and publishing business which issue earn- 
ings reports to stockholders and in the news- 
papers, together with some 1923 estimates 
based on the published income tax returns 
for that year. The figures represent net 
Profits available for dividends or to carry 
to surplus, i. e., after all expenses, depre- 
ciation, interest and provision for taxes have 
been deducted. Fiscal years end Dec. 31 


unless otherwise indicated. 


Your Bank Should Have the Latest 
Abbott Coin Counting Machine— 
We'll Give You a Liberal Allowance 
for Your Old One— 


143rd Street and Wales Avenue mn | } 
New York 


Model No. 2—$175.00 


Will Count and Package Pennies, 
Nickels, Dimes, Quarters and 
Halves. Can be set to lock auto- 
matically when 20, 25, 30, 40 or 
50 coins have been counted, or 
will count indefinitely into a bag. 


Net Profits—000s Omitted 


1924 1925 1926 
American Bank Note Co.. $1,943 $1,600 $2,010 
Boston Publishing Co. (1) 
Butterick Co. 578 
C’ns’lid’ted Publishers, Inc. | 
Cuneo Press, Inc. (2).... 780 
Curtis Publishing Co.... 14,715 16,041 E15,200 
Funk & Wagnalls Co. (1) 1,416 
W. F. Hall Printing Co. 
720 746 651 
Journal of Commerce 
COD. 216 216 158 
McFadden P’blic’tions (1) 
Morgan Litho. Ce. ($}.. 457 447 562 

. Y. Evening Journal, 

Post Publishing Co., Cin- 

Press Publishing Co. (1) 
Scripps Publishing Co. (1) 1,027 .....  ..... 
Standard Publishing .... 225 D44 


Tribune Co., Chicago (1) 3,286 


(1) Year 1923; estimated from published in- 
come tax return. 

(2) Before taxes. 

(3) Years ended Jan. 31. 

(4) Years ended June 30; before interest and 
taxes—1924 and 1925 are 5-year average. 

(5) Years ended June 30. 

(6) 1925 includes 10 months. 

(D) Deficit. 

(E) Estimated. 


On an average over the last five years, 
the latest for which figures are available 
being 1924, one out of every three concerns 
in the industry operated at a deficit. For 
every $1,000,000 net profits of the success- 
ful concerns, some $175,000 was lost by the 
unsuccessful corporations. 


Journal Binders 


A binder for your magazine makes ref- 
erence surer and quicker than to file each 
issue without a binder. There is a binder 
for the American Bafkers Association Jour- 
nal. It holds twelve issues and will be sent 
anywhere in the U. S. postpaid for $2. 


Guaranteed 
Safety 
and 6% 


E MPIRE BONDS 
combine a degree of 
safety and liberal 
yield unmatched in 
mortgage loans: 


— Guaranteed by one or 
more strong surety 
companies. 

— Legal for trust funds. 


— Independently trus- 
teed by a large bank 
or trust company. 

— Secured by a closed 
first mortgage on in- 
come-earning real 
estateinleading Amer- 
ican cities. 

— Yield 6%. 

Make this strict standard 

of safety and income your 

own standard for profit- 
able investments. 


Empire Bond & Mortgage Corporation 
National City Building 


42nd Street at Madison Avenue, New York 


Gillon, Read Co. 


IOWA BANK FOR SALE 


Clear, no “other real estate.” Deposits, 
$1,400,000; Capital, $50,000; Surplus, $65,- 
000. Located in dairying section, owner 
non-resident. N. D. SANDERS, Bank 
Broker (specializing in sale California 
Banks), 1005 Story Building, Los Angeles. 


| 
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WHAT DO YOU THINK? 


«=> Being a more or less personal talk between the Evitor and the READER >» 


CCASIONALLY someone observ- 
ing the growth of building and 
loan associations, of finance com- 
panies, investment companies and 

even of separate safe deposit companies, won- 
ders if banks are doing all that they should do 
in serving the needs of a district or a commu- 
nity. If they are, then why these companies? 

If the world stood still perhaps there would 
be less of this to be observed but it does not 
and one feature of its progress is specialization, 
so we are all specialists and the increase of 
wealth and prosperity continues to open up 
to alert men new opportunities which business 
instinct impels them to seize. 

The limitations of conduct, legal and moral, 
in bank operations impose restrictions which 
have given some of the companies referred to 
their opportunity. Banking experience and 
common prudence have set up other limita- 
tions on the other side of which bankers them- 
selves have found opportunities. 

Now if these companies take something 
away from the banks they also add something 
to banking for in serving special needs they 
contribute to the progress of the industry and 
they directly and indirectly add to that gen- 
out of 4 banking prosper- 
ity comes. 

If, the separate safe deposit company seems 
to be out ak sherk because it is not an integral 
part of the bank, let it be remembered that 
safe-deposit business has in it an element of 
risk which may not be eliminated absolutely 
by care and eternal vigilance. Once upon 
a timea bank was put out of existence because 
under a court order its officers allowed the con- 
tents of a box to be taken away. The 
McFadden bill recognized this heavy liability. 


What do you think? 
Are banks doing all they should? 


Roll of Honor Banks 


VERY little while someone writes in and 
asks about roll of honor banks. 

Every bank ought to be an honor bank. As 
a matter of fact, when a bank ceases to be an 
honor bank it sooner or later gets into the 
daily news in an unattractive way for though 
safe-guarding laws imposed on Suchen are 
numerous, and though the principles of good 
banking are open to all men, these things 
alone would not make banking safe, were it 
not for the sense of honor possessed by the 
banker and his staff. 

The Financier Publishing Company, 115 
Broadway, New York City, used to compile a 
list of ‘‘Honor Roll Banks” based upon the 
official reports of the Comptroller of the Cur- 
rency. “The institution must show by its offi- 
cial statement surplus and undivided profits 
equal to or in excess of its capital stock.’” This 
list was discontinued howevery during the War 
and not renewed. Some of the state bank 
commissioners, such as Wisconsin, Maryland, 
and Kansas, issue regularly, an honor roll list 
within the state. Kansas is based upon surplus 
and undivided profits while that of Wisconsin 
is based upon banks reporting no overdraft. 

The Comptroller of the Currency has noth- 
ing whatsoever to do with this only that the 
reports of the Comptroller of the Currency 
were the source of information as to the bank’s 
standing. 


What do you think? 


ish WwW der if f the bank advertiseme 
as e wonder if many of the bank advertisements 

Talk Tig t out seeking savings accounts are not altogether too 

formal and conventional to get the desired reaction. We wonder, too, if instead of so 


much conformity to what everyone else is doing, the man who reads his morning or 
his evening per might not evidence a little more interest if the President of the 


Savings ban 


in his community communicated with him through the medium of his 


favorite newspaper in big type and with a personal touch. A correspondent, thinking 
along the same line offers this first draft of an advertisement and wants to know what 


we think of it: 


getting nowhere. At the end of a year they aren’t any better off than at the beginning. 


“TT getting are a lot of men and women in this community who are working hard but are 


Perhaps they are worse off because they have lost ambition, lost pep and hope. 

Some of these people are young men and young women with good jobs. Later on in life they 
may have better jobs but they may still find themselves getting nowhere in particular. Others 
of the class which does not get along are heads of families—good industrious men and women of 
good intentions and possessing real capacity for work. They deserve prosperity but somehow 


fate seems to keep it away from them. 


We want these people to bring their problems to us, and let us help them to so readjust their 
affairs that the end of the present year will find them farther along on the road to prosperity 


than did the close of 1926. 


Success and failure are like the two sides of an apothecary’s scales. Not much weight is needed 
to throw one side up and the other side down. In the business of life habits of thought and 
daily practices—seemingly small and seemingly not susceptible to change on your part—are 


the things that make for success or failure. 


If you are one of the people who does get along, or one of the people progressing but not as 
rapidly as you think that you should, then come in and let's talk it over! We will help you if we 
can. An outside view of your affairs may be helpful. 

We are not magicians. We cannot do the impossible or make you do the impossible, but we 
can help you plan and readjust. The policy of this bank is broader and deeper than merely 
telling you to save your money. We believe that everyone is entitled to a share of prosperity, 
and we are willing to help you to get your share.” 


JOHN DOE, President, FIRST SAVINGS BANK 


See me or see any one of ihe following o fiicers 


What do you think? 


We like that style of advertising. It might prove to be 


We like it~ 


effective if the ring and swing of it were kept up and the 
campaign continued for a long period. But the bank running this advertising should 
be carefully prepared so that the timid people who in response to such advertising go 
to it with their trials and tribulations are tactfully received and patiently and com- 


petently advised and encouraged. 


Pictures Wanted 


“Tf you have any reprints of the pictures of 
Walter de Maris which you have been using as 
cover designs, we would appreciate them for our 
art collection. Their art and historical signifi- 
cance are of much value,’”’ writes a Librarian in 
one of our cities. 


Many bankers have written to us in a simi- 
lar vein asking for copies suitable for framing. 


The making of pictures in color is an in- 
volved and incidentally an expensive process. 
To supply copies of these pictures suitable for 
framing—that is without the name of the 
magazine emblazoned across them would re- 
quire a mechanical remaking that we are at 
, sean unwilling to undertake, though if the 

emand becomes insistent our plans may be 
adjusted to meet the wishes of our friends. 


Do you want pictures? 


On the Trains 


\ y' TE ought to be grateful for the immensity 

of the country and the high quality of its 
railroads because if it were not for the relief 
from routine that traveling gives we would 
miss reading many a book or magazine from 
which pleasure and profit are derived. Some- 
times the banker is not able to get to his 
JouRNAL, or to read all of it and perhaps he is 
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What do you think? 


interrupted in the middle of an article, but” 
if he travels on the limited trains of the New) 
York Central Railroad, or of the Pennsylvania’ 
System he will always find the Journat in the 
a car—that is if someone else has not found 


it before him. If he travels on the Prd 


4 


steamship lines he will also find his JouRNAL,. 
with the same attached. 
In serving its old friends on these lines of 
travel the JouRNAL is also making new 
friends, for with some regularity we receive) 
letters from the man, outside of banking, who 
has picked it up, perhaps for the first times 
found on perusing it that here is a magazi 
that is different and, wanting to have it regue 
larly, sends in his subscription. ; 
ere is an excerpt from the letter of one 
such traveler: 


Noted your magazine while traveling on 
the Twentieth Century Train between Ché 
cago and New York City and I am very ~ 
anxious to subscribe for this Journal for one ~ 
year for which I am enclosing my check in” 
the amount of $3.00 payable in advance. ~ 


Now all that is simple enough, and comme 
place enough, but after all it is human natv 
to be pleased when a chance fellow travelé 
likes us well enough (speaking of the JoURNAU 
to say, ““You have helped me; I want to 
you often!” 


What do you think? 
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